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Thoroughgoing Service 


To Investors 


HE Straus organization, with offices in 

more than 50 citics, covers the entire 
United States and the principal centers of 
Canada, rendering a service to investors that 
is thoroughgoing and complete. 


We constantly have on hznd well-diversified 
offerings of sound investment securities, suited 
to every investmént need and every invest- 
ment fund, large or small. 


We suggest that you write for information, 
especially on the soun first mortgage bonds 
in which we specialize, yielding 2s high cs 6%. 


Write for 


BOOKLET D-507 


S.W. STRAUS & CO. 


INVESTMENT BONDS ; INCORPORATED 


Straus BulLpinc Straus BuILDING Straus Buitpinc 
565 Fifth Ave. at 46th St. 79 Post Street Michigan Ave.at Jackson Blvd. 
New York SAN Francisco Cuicaco 
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Odd Lots 


By purchasing 10 shares of stock of the leading companies in 10 
diversified industries, greater margin of safety is obtained than 
by purchasing 100 shares of any one issue. 

Adverse conditions may arise in which any industry might be 
affected, but it is unlikely that the ten industries would be affected 
simultaneously. 

Many advantages of trading in Odd Lots are explained in an 
interesting new booklet. 








Ask for M. W. 305 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir. @ 


{New York Stock Exchange 


50 Broadway sii New York Cotton Exchange New York 
Associate Members: New York Curb Market 


—_ ce eens for Women Investors” 














Proof of Public Confidence 


URING 1926 more than 248,000 users of the services of the electric power and light 
companies of the country invested $236,000,000 in these companies through the 
Customer Ownership Plan. The total number of such investors among the electric 
utilities alone now exceeds 1,430,000 and over $1,100,000,000 of new capital has been 
provided for extension of their services in this manner. 
Direct financial interest in the operating public utility company on the part of its 
customers is a strong assurance of stable growth of the company’s business. 
Operated public utilities of STANDARD GAS AND ELECTRIC COMPANY 
ioneered in the Customer Ownership. movement and have taken an aggressive part in 
its development since 1915. Over 100,000 of the 260,000 investors in the Company and 
its subsidiary and affiliated companies are Customer ‘Shareholders. 
The good will and confidence of the people throughout the country as a whole as 
well as in the territories served is vividly reflected in the constantly growing numbers 
of investors in Standard Gas and Electric Company and its subsidiary and affiliated 


companies. 
Of Interest to Investors 


Attractive 32 page illustrated booklet — Standard Gas and Electric 
Company's System and territories served, inclu os large 4 color map of United 
States sent without obligation. Ask for BR-393 


H. M. Byllesby and Co. 


yLLES 


Investment Securities 
231 So. La Salle St., Chicago 111 Broadway, New York 
Boston Philadelphia Providence Detroit Minneapolis St. Paul Kansas City 
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EVERY INVESTOR 


Whose holdings total 
$25,000 or more 


Should Read 


DIVERSIFICATION 
and 


VIGILANCE 


It tells briefly how the 
basic principles used by 
Trustees in administering 
large funds can be used 
by the private investor. 


Send for Booklet NB-2 


A.B.Leach&Co., Inc. 


57 William St., New York 
39 So. LaSalle St., Chicago 


Philadelphia Buffa'o 
San Francisco Seattle 


Boston 
St. Louis 
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COMPANIES 


We shall be pleased to 
furnish information re- 
garding these companies. 


CARL, H. PFORZHEIMER & CO. 


Specialists in Standard Oil Securities 
25 Broad Street New York 
Phone: HANover 5484 




















ULLILLIMMMMMhLisitiMihissMssiisisliiiiiLiii EZ 


UMM 


LLL LAMM hh hhh hhh 


LLL LLAMA de SLIPIITLILSSLLSLSLLLLLLLILILLLLOLLLISLLTL SSL A SSL 11/4, 


Member Audit Bureau of Circulations 


CONTENTS 


Vol. 40 No. 10. September 10th, 1927 


The Ticker Publishing Co. is affiliated with no other organization or 
institution whatever. It publishes only The Magazine of Wall Street, 
issued bi-weekly, and the Investment and Business Forecast, issued weekly 


INVESTMENT AND BUSINESS TREND 

Can Wages Stay Up? By John F. Ramsey 

What to Do With Your Profits. By G. F. Mitchell 

Stocks Recording Greatest Gains in Recent Years 

What Is Wrong with the Moving Picture Industry? By E. Arzen 
de Cserepy 

Will Passing of Judge Gary Affect Policies of Steel Corporation? 
By Keyes Fanchon 

sia oi tape Fluctuations in Business Are Disappearing. By W. 

arker 


PUBLIC UTILITIES 
How Shall Public Utilities Companies Be Valued? By F. J. Weller.. 841 


BONDS 
The Bond Market in Perspective. 
Bond Buyers Guide 


RAILROADS 
1927 Estimate of Rail Earnings. 


RAILROADS 
Wabash Holds Strategic Position in Merger. 


INDUSTRIALS 

Exchange Welcomes New Arrivals. By B. F. Jedley 

Statistical Comparison of 1927 Listings on the New York Stock 
Exchange 85 

California Packing Corporation. By Loring Dana, Jr 

Julius Kayser & Co. By Douglas Smith 

B. F. Goodrich Co. By Loring Dana, Jr 

What’s Ahead for Sugar? 

Preferred Stock Guide 

Eaton Axle & Spring Co. By John R. Marshall 


BUILDING YOUR FUTURE INCOME 

The Financial Standing of Famous Men 

How to Analyze Your Investment Holdings. By Harvey Downes.. 859 

If You Should Die Tonight, as Related to Mack LaMare 

How to Protect Beneficiaries When Buying Life Insurance. 
Florence Provost Clarendon 

“For the Long Pull.” 


Answers to Inquiries 
Trade Tendencies 


MINING 

Cerro de Pasco Copper Corp. By Frederick Hunter 
New York Stock Exchange Price Range of Active Stocks 
Securities Analyzed in This Issue 

The Magazine of Wall Street’s Common Stock Price Index 
Important Dividend Announcements 

Market Statistics 

New York Curb Market 

San Francisco Stock and Bond Exchange 

Important Corporation Meetings 

Intimate Talks with Readers 

Cumulative Index to Vol. 40 


By J. A. Pollock, Jr 


By Vincent A. Young 848 


WILLA LLU LALLA ALLA LAMA ALLL LLL LLL LLL LL 


Copyrighted and published by the Ticker Publishing Co., 42 Broadway, New York, N. Y. 
C, G. Wyckoff, President and Treasurer. E, D, King, V.-Pres. and Managing Editor. Victor 
E. Graham, V.-Pres, and Advertising Manager, The information herein is obtained from 
reliable sources, and, while not guaranteed, we believe it to be accurate, Single copies on 
newsstands in U. 8. and Canada, 35 cents. Place a standing order with your newsdealer and 
he will secure copies regularly, Entered as second-class matter January 30, 1915, at P. 0., 
New York, N. Y¥., Act of March 8, 1879. Published every other Saturday. 

SUBSCRIPTION PRICE, $7.50 a year, in advance, Foreign subscribers please send 
international money order for U. 8. Currency, including $1.00 extra for postage (Canadian 
60 cents extra). 

TO CHANGE ADDRESS—Write us name and old address in full, new address in full, 
and get notice to us three weeks before issue you desire sent to the new address. 

EUROPEAN REPRESENTATIVES: The International News Company, Ltd., Breams 
Building, London, E, 0. 4, England, 


(ZIT LAL LLL LLL 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 























WHICH STOCKS SHOULD 
NOW BE BOUGHT 


—and which sold? 


UR current Stock Market Bulletins discuss the profit possibili- 
O ties in several different securities, many of which you may be 
about to purchase or may now be holding. Some of these 
stocks: 
1. Are now in a bargain zone and should be bought. 
2. Others are marking time and should be avoided. 
3. Still others have advanced substantially and should 
be sold at once. 
These Bulletins should be of great value to everyone interested in the 
Stock Market. They may prevent you from suffering severe losses 
and enable you to secure substantial profits by taking advantage of 
present opportunities in stocks which are undervalued. For instance, 
these Bulletins discuss: 
1. The present position of the oil stocks. Are there indications of 
higher prices for PHILLIPS PETROLEUM and MID-CONTI- 


NENT? Is the time now ripe to buy MARLAND, BARNSDALL, 
and ATLANTIC REFINING? 


. The outlook for the copper stocks. Should KENNECOTT sell 
considerably higher? And what of CERRO DE PASCO, CHILE, 
ANACONDA, MAGMA and GRANBY? 


. The future trend of the rails. Are many rails now too high? Or 
are such stocks as GREAT NORTHERN, NORTHERN PACI- 
FIC, ATCHISON, B. & O., PENNSYLVANIA, SOUTHERN 
PACIFIC, and UNION PACIFIC headed for much higher prices? 


. The profit or loss prospects in HUDSON MOTORS. Is HUDSON 
likely to reach 100? 


. The steps which immediately should be taken with regard to such 
stocks as YELLOW TRUCK, TRANSCONTINENTAL OIL, 
STANDARD GAS, SCHULTE, INTERNATIONAL NICKEL, 
FREEPORT TEXAS, ELECTRIC BOAT, BETHLEHEM 
STEEL, AMERICAN STEEL FOUNDRIES, AMERICAN 
HOME PRODUCTS, A. M. BYERS, GENERAL OUTDOOR 
ADVERTISING, FLEISCHMANN, CONGRESS CIGAR, CHES- 
APEAKE CORPORATION, and many others. 

If you are interested in any of the above securities, or would like to 
know what the Stock Market is likely to do next, write today for 
copies of our current Bulletins. They will be mailed to you without 
cost or obligation. In addition, we shall be glad to send you a 
Special Analysis of a medium-priced stock which should advance . 
substantially within a reasonable time. Also an illuminating little 
book called, “MAKING MONEY IN STOCKS.” 


SIMPLY MAIL THE COUPON BELOW 








INVESTMENT RESEARCH BUREAU, DIV. 127, Auburn, New York 





Kindly send me specimen 
copies of your current 
Stock Market Bulletins. 
Also a copy of “MAK- 
ING MONEY IN 
STOCKS.” This does 


not obligate me in any 
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~ Our Subscribers 


Get the Most Out of Life 


Read the following letter from a regular subscriber to The Magazine of Wall Street: 
Gentlemen: 
“I feel | owe you a subscription for the reason that a few years ago while taking your Magazine, I became interested 
in Southern R. R. through reading your articles about this stock. I bought a block at 28 and have held it ever since. | 
am now enjoying about 20 per cent to 25 per cent dividends besides having a paper profit of over $10,000” —_— 


This is just one of the many investors whom The Magazine of Wall Street, through expert guidance, is helping 
to increase their profits and income; to secure the happiness of their family and self; to get the most out of life 
as they go along and still build up a substantial back-log for rainy days and old age. 

The above investor further realizes that in order to keep fully posted on his present holdings and take advantage 
of new profit opportunities he must subscribe so as to receive every issue, as soon as published. 


Our Work Is Not Spasmodic, But Consistently Accurate and Profitable. 
A new era in the stock market is opening up with many money-making opportunities. Some securities have 
reached the top of their possibilities. Others are just about ready to go forward. Let our experts point 
out the bargains in high-grade, dividend-paying stocks and protect your present holdings. 
New Opportunities for Profit in the Next Few Months 
Appearing every-other-week, The Magazine of Wall Street will bring to its readers a wealth of material, bear- 
ing upon the current business and investment situation. 





Among other especially unique and valuable features will be: 
—Bargains Among Stocks which have Declined in 1927. S d 7 O 
—Review of Doubtful Securities. Tremendously helpful for checking en or he 

your holdings. 
—Opportunities for Investment in Low-Priced Stocks. f 
—Facts, Figures and. Profit Recommendations in Securities Representing oO ese s 
ge nso —— Been Depressed. 4 
—In every issue—Educational articles by experts enabling you to de- F R KE E 


velop your own judgment and become a skilled and successful investor. 


“Fi ° l 
—_ 
e e e t i t ‘ 
will guide you right sy 


(Retail value—$3.25) 
It will establish you on the right course—and keep you in touch with the con- Partial Coukenss 
ditiors and pcsitions of the securities you hold. Coupled with this, the FREE Plans for Initial Savin 
PERSONAL INQUIRY SERVICE gives you the privilege of requesting ih Ald Qeeieliais si 


a personal opinion as to the status of a reasonable number of your holdings or 





the standing of a broker. In order to assure prompt replies to all subscribers —_ pe — om 
each communication must be limited to three securities. ere erent in- 


Why not become a permanent subscriber? Carry oe ae ae. 


THE MAGAZINE OF WALL STREET as your Insurance as an Investment 
investment insurance at a cost of only $7.50 a year. “ a —— ge In- 
ependent from Invest- 


On receipt of your subscription, we shall send you, Free of charge, a copy of ing? 

either ‘Financial Independence at 50” or ““When to Sell to Assure Profits.” When to Take a Chance. 
Group Investments. 

sean aauee MAIL THIS COUPON TODAY es mg T ae 1 Makes 


The Magazine of Wall Street cena 
When to Sell to 


42 Broadway, New York 

Gentlemen: Enclosed find $7.50. Send me The Magazine of Wall Street ‘ 
Assure Profits 

A new book; 160 pages, rich 


for one year (26 issues), including full privilege of your FREE Personal 
inquiry Service. (Canadian Postage 50¢ extra; Foreign $1.00). 

flexible cover lettered in gold; 
profusely illustrated with 


Also send me FREE a copy of 
(“Financial Independence at Fifty”’ 

or — — tables clearly _ 

“When to Sell to Assure Profits” nes egg A Ale hn cg 

(Check the One You Want) fo : convert hem into cash. 

3 no or ie. 
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“XPERIENCED investors 
seeking to make the most 
of market opportunities 
have learned that one of 













placing one’s self in an 
i ntapeous position is to pur- 
thase one of the leading stocks 
ina group, hitherto depressed in 
the market, but which gives defi- 
nite signs of a turning point. By 
studying the position of the in- 
dustry, the investor realizes that 
general improvement in that 
particular industry is about to 
set in, that most of the stocks of 
that group have not yet reflected 
this pending change for the bet- 
ter, and that purchase of one of 
the sounder stocks belonging to 
this group should turn out satis- 
factorily. This is precisely the 
method followed by those closest 
to the industry, who are fully 
aware that an important change 
for the better is about to ma- 
terialize and who generally com- 
mence to buy the stocks repre- 
senting this industry long before 
the public has an opportunity to 
appreciate what is to come. 

This enables the insiders to 
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the soundest methods of ° 
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A Rule. for Successful sete 


“get in on the ground floor” when 
securities are low and before 
public buying, usually belated, 
has advanced the price. 

Under ordinary circumstances, 
it pays to buy good stocks in in- 
dustries which are in an improv- 
ing position but which have not 
improved sufficiently as yet to 
have had a marked effect on the 
prices of the securities. Indus- 
tries which are already highly 
prosperous do not usually offer 
such good security opportunities, 
for by the time the industry 
reaches a highly prosperous con- 
dition, the securities have 
reached high levels. 

Hence, a most profitable oppor- 
tunity may be opened up to dis- 
criminating investors who have 
learned to follow the trend of a 
given industry before they pur- 
chase its securities. By learning, 
for example, that the leather in- 
dustry is about to stage an im- 
portant come-back it is not so 
difficult a matter to reason from 
this that such a recovery must 
benefit the various constituent 
companies which represent the 
industry. From this, it is only a 
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Pacific Coast Now an Industrial Factor of Importance. 


—part of a new series of articles discussing important changes— 
business, economic and financial—in various section of the United States. 
The complete series should give readers a very good idea as to the essen- 
tial conditions which are influencing the economic trend of the nation. 


=> SEPTEMBER 24th NUMBER € 





step to ascertain which of the 
available securities represent the 
strongest companies and from 
this to deduce which stock or 
stocks to purchase. When sugar 
prices are low, it is time to look 
for eventual improvement in 
sugar prices. If such a prospect 
can be visualized by known con- 
ditions in the sugar industry, 
then obviously sugar securities 
offer a legitimate opportunity for 
profitable investment. If, how- 
ever, an industry is on the down- 
grade, unless there are very spe- 
cial reasons applicable to an in- 
dividual company, there would 
not be much advantage in pur- 
chasing securities representing 
that industry. 

For the benefit of subscribers 
and readers, we publish in each 
issue our regular feature “Trade 
Tendencies” and, also, we publish 
frequently comprehensive re- 
views of the position of impor- 
tant industries. We suggest that 
readers study these features as 
being of direct and practical 
value to them in making their 
security selections along the lines 
indicated. 





In the Next Issue 


What to Do With Your Profits—Part II 


—in the first article published in this issue, we recommend issues 
of sound character and investment value into which investors with large 
profits may switch. In the second instalment, we recommend issues of a 
slightly more speculative character but which are attractive as to possi- 
bilities for appreciation. 






Where Do We Stand on Our Foreign Investments? 


—a tremendously practical article for present and intending inves- 
tors in foreign securities. 
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yields you a dependable income from a steadily growing 
organization serving JOOO communities with 
necessities of modern life. 


HE steadily growing earnings of the 

Cities Service organization are partici- 
pated in by more than 300,000 investors 
who own securities in this $650,000,000 
enterprise. These investors include trust 
companies,banks, insurance companies and 
individuals in every state and 37 foreign 
countries. 


Through its more than 100 subsidiaries 
the Cities Service organization supplies 
3000 cities and communities in the United 
States and Canada with every day necessi- 
ties of modern life. Millions of people, 
thousands of industries and an army of 
motorists in 32 states depend on Cities 
Service for essential service and products 
in three great industries—electric light and 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


SERVICE COM 


power, manufactured and natural gas and 
petroleum. 


Since the beginning of Cities Service 
Company in 1910 the Company’s net earn- 
ings have been more than $220,000,000. In 
the last year alone — the twelve months 
ending May 31, 1927— net earnings were 
$27,868,000, an increase of 36% over net 
earnings of $20,369,000 in the year ending 
May 31, 1926. 


You can still become a profit-sharing 
partner in the Cities Service organization 
on particularly advantageous terms by in- 
vesting in Cities Service Common stock, 
which, at its present price yields you a net 
income on your money of about 844%. 


herty 

ny 

NEW YORK 
PRINCIPAL CITIES 


Best ' 








HENRY L. POHERTY & COMPANY 
60 Wall Street, New York City 
Please send me without obligation full infor- 


mation about Cities Service Common stock 
and the $650,000,000 organization behind it. 








cAddress 


(134C-18) 
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INVESTMENT & BUSINESS TREND 


The Crops and Business—Tax Matters—Unemploy- 
ment Increasing—Future Trend of Commodity Prices 
—Status of Investment Trusts—The Market Prospect 


@|CCORDING to a recent report of the 
Hon. Eugene Meyer, the value of 
1927 crops will be about one billion 

41 dollars in excess of the previous 

‘| year. Should this prove to be the 

“| case, it would undoubtedly have a 

part in stimulating business, especially in 

the Northwest. - 

The potential wheat crop gives us the 
largest harvest.in a number of years at a 
time when prices are fairly satisfactory. At 
the same time, corn crop prospects are poor, 
so that, despite the higher prices, the farmer 
will come out probably about the same as 
last year. Cotton, third of the powerful 
trinity, has risen to a price unexpected a 
few months ago, due to prospects for an ex- 
ceedingly low output. The net result of 
these three situations, including other of the 
lesser staples, gives a prospective increase 
in buying power of one billion dollars. 

That these estimates have a strong basis 
is indicated by the response of farm com- 
munities which show themselves more dis- 
posed than previously to buy needed goods 
and materials. An interesting reflection is 
noted in the automobile industry which has 
been greatly cheered by the unexpected in- 
crease in demand for cars by the agricul- 
tural population. Other industries report 
similar awakening of interest. 

It is still too early, however, to count on a 
definite business revival on account of the 
better price situation of farm staples. In 
the first place, irregularity in business has 
already assumed such proportions that even 
a steady increase in farm buying power 
could hardly bring trade volume to last 





year’s proportions. In the second place, the 
ultimate destiny of crop prices by the na- 
ture of things is as yet an unknown quan- 
tity. As conditions stand, business continues 
uncertain as to its immediate future. On 
the other hand, a genuinely improved farm 
situation resulting from increased buying 
power this year would naturally do much to 
revive the at present waning business con- 
fidence. 


oo 


T is never safe to proph- 
esy as to the future of 
tax rates. Up to re- 

cently it seemed assured that, as a result of 

a growing surplus and fair prospects for 

business, the next Congress would order a 

cut of some size in the income tax, particu- 

larly as relating to the corporation tax. It 
now appears that as a result of unexpected 

Government expenditures, especially those 

arising from the Mississippi flood, farm re- 

lief and military demands, the surplus will 
be much smaller than expected; in fact, so 
small that a cut in taxes seems quite uncer- 
tain. Whether or not it turns out that 
taxes can or cannot be cut, it is safe to state 
that important members of Congress who 
formerly were agreed upon a policy of limit- 
ing taxes have now changed their view- 
point. Naturally, this places a rather 
serious obstacle in the way of those who still 
believe that the surplus will not be affected 
sufficiently to prevent a liberal reduction in 
the next income tax rate. That a bitter 
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struggle is impending in Congress seems a 
certainty. 
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UNEMPLOYMENT EPORTS from 
CONDITIONS R various cen- 
ters indicate 


that unemployment is increasing, though 
not as yet in alarming proportions. An in- 
teresting sidelight on present conditions is 
shown by the recent statements of charity 
organizations that the number of needy per- 
sons has shown an abnormal increase over 
the summer months, a period in which 
charity organizations are generally not 
called upon to extend aid in large volume. 
These institutions look for a “hard” winter 
as based on present conditions and those 
immediately prospective. While these re- 
ports are not of great statistical value, they 
‘are of some significance as indicating a 
change in employment. More generally 
recognized indices tell a story of a slight de- 
cline in unemployment which, just at the 
start of autumn, under ordinary conditions 
would not be considered an auspicious au- 
gury of conditions in months to come. It is 
generally believed that the next few weeks 
will have an important bearing on business 
conditions for the balance of the year and, 
probably, into spring. The turn, it is be- 


lieved, should come during September, or is 
not likely to come at all. 


oe 


COMMODITY SIDE from the 
PRICES crops, which have 

been very strong, 
commodity prices have been relatively quiet 
with a slight drift toward lower levels. 
World conditions are such as to hold down 
the price level for most commodities. World 
production has shown a substantial increase 
in competition with our own and the steady 
deflation of prices in progress now for a 
number of years has not given signs of com- 
ing to a halt. It is remarkable that this 
could have occurred, especially in America, 
when the enormous stock of gold is con- 
sidered. The classic theory is that a rise in 
gold volume brings about inflation and high- 
er prices. Thus far, the theory does not 
seem to hold. Though undoubtedly the vol- 
ume of available credit in this country has 
greatly increased in the past few years, it 
has had little effect on the commedity price 
situation, in that it has not caused much 
speculation by business interests. The fact 
is tha: our entire method of purchasing has 
been changed. With buying for current 


needs the keynote of modern methods, stocks 


‘ are not permitted to pile up, goods are in 


constant transit, and cost of carrying them 
has been lowered. Minus the influence of 
speculation, commodities are selling on a 
true intrinsic basis in strict accordance with 
the natural law of supply and demand. It 
hardly seems likely that modern purchasing 
methods of America will change and, by the 
same token, it is difficult to find the possi- 
bility for any important degree of commod- 
ity speculation and hence inflation of price. 
When, too, it is considered that world pro- 
duction continues to make gains, though 
consumption likewise is gaining, it follows 
that a definite and sustained advance in the 
general commodity price level is almost out 
of the question. 


OS 


INVESTMENT HE proposal of the 
TRUSTS Attorney General 

of the State of 
New York to investigate the methods and 
practices of investment trust organizations 
is to be commended. The object of this in- 
vestigation is to secure a working basis for 
ascertaining the essential facts concerning 
the operations of investment trusts with ul- 
timate purpose of weeding out objectionable 
organizations. Undoubtedly, this step will 
be welcomed by the sound investment trust 
companies who are fully aware of the possi- 
bility that dishonest men, attracted by the 
growing popularity of investment trusts, 
might attempt to set up companies of their 
own for the purpose of unloading on an un- 
suspecting public. This could undeservedly 
affect the reputation of the well-managed 
investment trusts. Hence, the Attorney 
General’s action may be expected to have 
the ultimate effect of protecting the sound 
organizations while eliminating those of 
questionable standing. 


OS 


MARKET HE market has been 
PROSPECT a desultory affair 

with buying and sell- 
ing strength about evenly divided. A wait- 
ing attitude by professionals remains the 
feature, which probably will continue until 
more light is thrown on the business out- 
look. Fluctuations tend to be narrow and 
the public is quite obviously on the sidelines 
as evinced by the smaller turnover. Evi- 
dence of broad distribution seems lacking 
and until there are clearer signs of it, the 
presumption will be that a marked decline 
in prospect. Tuesday, September 6, 
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industry have found ways to increase 

labor’s share of production and at the 
same time realize profits. But profits are getting narrow 
as a rule, and a surprising number of industrial companies 
report no profits at all. The time appears to be near 
when the pressure of the demand for profits will force 
managers to consider ways and means of taking a slice off 
wages to make up the deficit of profits. 

So long as demand kept pace with the results of in- 
creased productivity there was neither necessity nor virtue 
in wage reductions. But if demand slackens greatly that 
very productivity necessitates sharp curtailments. 


Fn five years the managers of American 


Increase in Potential production is now greater, even 
Productivity in proportion to potential demand, than 

ever before. The gain in productivity, 
which has been astounding since 1919, has resulted in 
some unemployment with machines running full blast. 
With the market for goods shrinking or sagging in price, 
and with profit margins narrowing, production costs must 
be reduced by further mechanical improvement or by re- 
ducing the relative size of the payroll. The former means 
fewer employes and the latter lower pay. In the face of 
slack demand both mean unemployment and a reduction 
in the total earnings of labor. 

Any proposal to reduce the earnings of labor is fraught 
with the gravest possibilities. Chief of these are violent 
disruptions of industrial relations, including strikes and, 
perhaps, violence; and a disturbance of the general har- 
mony that has so long prevailed, with the unsettling eco- 
nomie consequences of the reduction of purchasing power 
that goes with the reduction of wages. Each employer, 
studying his own balance sheet, sees no way to relieve his 
own situation but to reduce the payroll. But all employers 
so thinking and acting reduce the buying power of the 
masses, thus adding to the acuteness of the crisis that in- 
duced individuals to curtail. The vicious circle gets under 
way, and it takes a long and painful process to break it up. 


With many industries the problem at 
present is not so much a lack of adequate 
_ markets as it is lack of profits. Com- 
Petition and declining prices have absorbed the benefits of 
Iereased productivity that wages have not taken. Under 
such a condition a wage reduction offers the only promise 
of restored profits. Wages constitute such a large pro- 
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“Profitless 
osperity”’ 


By JOHN F. RAMSEY 


portion of production costs that a small re- 
duction in the rate is often sufficient to indi- 
cate a resumption of profits. For instance, 
the payroll of the United States Steel Corporation is about 
$500,000,000; of the Class I railways about $2,400,000,000. 
Such industries may hope to maintain a large volume of 
production and keep employment full if labor’s share may 
be slightly reduced. 

In the case of other industries, where markets are cur- 
tailed, production must be reduced; which means smaller 
working forces, or reduction in operating time, as well as 
smaller unit pay. 

Assuming that the major problem is one of extracting 
profits rather than of curtailing output it is important to 
consider whether labor can stand some reduction in earn- 
ings without excessive hardship. The employer who finds 
that his payroll for the same amount of labor is consider- 
ably more than twice what it was in 1914 is apt to jump 
to the conclusion that labor has been getting much more 
than its share and can easily stand some trimming. The 
employer can now get for a dollar only 44% as much labor 
as in 1914. On the other hand, the cost of living has gone 
up about 70%; real weekly earnings have increased only 
about 30%. 

Still, that margin would apparently indicate a likelihood 
of considerable wage reduction without great distress. But 
it must be remembered that the laborer’s standard of living 
has advanced. He buys goods in greater quantity and of 
better quality than formerly and he enjoys better housing, 
and uses services that were formerly not for him. He has 
a whole new mode of life, and his ability to stand a reduc- 
tion of income, without disaster, depends as much upon the 
standard as upon the real increase of pay. It is probable 
that he is living up to his wage—and has to—as much as 
he did in 1914. There are notorious exceptions, of course, 
but we are dealing with averages. 


Re It is probable that labor, as a whole, cam- 
Dilemma not stand much of a reduction in money 
wages unless accompanied by a corresponding reduction in 
the cost of living; that is, without great hardship. And 
great hardship to him involves decline in his standard of 
living which cannot but have a profound effect upon the 
general purchasing power of the country. 

The manager who must extract profits will probably find, 
therefore, that he can not easily go far with wage reduc- 
tions, unless prices are generally reduced. History shows 
that as a rule prices fall with wages, but the transition is 
usually violent. It is rarely that real wages are readjusted 
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to former levels without some intervening disruption of in- 
dustry. 

Wage reductions are apt to mean strikes, and if they can- 
not be attained, shut-downs follow. The whole psychology 
of industry is compelled to undergo a harrowing change 
from a tone of prosperity to one of adversity before the 
readjustment comes. Either a strike or a shut-down signi- 
fies an absence of profits. Therefore, we may expect that 
the quest of profits will stimulate the effort, so marked 
since 1919, to reduce the amount of labor required by means 
of further improvements of machines. 

There is little doubt that the success of this effort has 
made possible the continuation of profits during recent 
years in the face of high or higher labor wage rates and 
falling prices, but in some industries it seems to have 
reached the present limit. It must not be forgotten, though, 
that the very rapid improvement of machinery results in 
unemployment, even though the men employed are earning 
more than formerly. The degree of unemployment during 
the present period of prosperity has probably been greater 
than has been suspected. Re-occupation is slow and diffi- 
cuit. To maintain profits and avoid wage reduction the 
engineers have brought on a reduction of employment. Thus 
profits have been maintained not by reducing the rate of 
pay but by reducing the length of the payroll. Profits have 
been secured not by taking them out of the employed but 
out of the disemployed. So far the pressure of the unem- 
ployed for jobs has had no competitive effect on wage rates. 
During all the years of large unemployment in England 
wage rates have held up. The old theory that labor is a 
commodity whose prices is automatically determined by sup- 
ply and demand seems to have been somewhat upset, but 
labor is not so generally organized in America as in Eng- 
land. 


Profits or However, under the present industrial sys- 
Stagnation tem—and it and slavery are the only ones 

that have ever “worked”—it is obvious that 
there must be profits or stagnation. But when we seek to 
secure profits at the cost of wage-earnings we come up 
against the modern conviction that to do so is only to make 
the situation worse, because it reduces the purchasing power 
of the country-—-so large a part of consumers being wage- 
earners and their families. If we allow full validity for this 
view as a theory of general application in a balanced and 
controlled economy, how does it help the manager who must 
have profits or succumb? And are not generous profits as 
of much importance in the process of prosperity as high 
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wages? Do not profits have much to do with consumption? 
New industries and new construction depend upon profits, 
It is only through new activity that the slack of unem- 
ployment occasioned by the increased productivity of labor 
can be taken up. 

Then, too, the amount of consumption represented by 
the participators in profits—the millions and millions of 
shareholders—is enormous. Moreover, probably some mil- 
lions of persons in this country are both wage-earners and 
profit-sharers—often in the same industry. If profits cease 
they lose a part of their income and the community suffers 
a loss of buying power. If the cessation of profits results 
in idleness. they lose both as investors and as workers—and 
the community suffers a double loss also. 

Until we have an ideally balanced system whereby pro- 
duction is adapted to consumption and distribution is per- 
fect, all adjustments as between profits and wages must 
be made by each industrial unit under the pressure of its 
own necessities. The business of business is to realize 
profits. Profits may be foregone for a time for humanita- 
rian or prudential reasons but a business without profits is 
as futile as a sail without winds. Competitively, it is im- 
possible, and dissolution is its end. Profits become, there- 
fore, the absolute imperative of industry. In the last 
analysis all other considerations must yield to them. 

If, then, it is true that profits are dwindling or failing 
in American business they must be restored by heroic 
measure if necessary. It may be, and we all hope that it 
may be, that the lull in business is merely a momentary 
affair and that agricultural revival at home and the re- 
covery abroad from the paralysis of war may lift trade up 
to a new level of profit. If not, there is no escape in our 
present circumstances from the free-for-all process of seek- 
ing profit restoration through individual expense reducing 
initiative. It is a painful process and at first the cure is 
worse than the malady. The patient, under this treatment, 
must become worse before he can become better. 


The history of recent years indicates that the 
readjustment need not take long. The finan- 
cial structure of business is not involved. 
There is no panic and no scarcity of money. There is no 


Labor’s 
Attitude 


great accumulation of goods to be worked off. It is at 
worst merely a matter of prudent economy, a bit of neces- 
sary budgeting. If all concerned agree that wage readjust- 
ment is necessary, the inevitable process will not be very 
painful. 
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Much depends upon the attitude of organized labor, even 
though it is a minor part of American labor. Organized 
labor has always instinctively opposed a reduction in money 
wages, even if coincidental with a reduction in living costs, 
although, on the other hand, it always demands a money 
increase when prices rise. Its objective is a larger share of 
production, not only absolutely but also relatively. It there- 
fore operates to reduce profits. On the other hand, Ameri- 
ean organized labor, taken as a whole, is frankly capital- 
jstic, not socialistic, and theoretically advocative of profits. 
It reconciled theory and practice in the depression of 1920- 
91 by holding up, and in some instances increasing the 
wage rate, despite widespread suspension of industry and 
much unemployment. Many of its members lost their jobs, 
but those who remained kept the union wage rates at the 
masthead. 

The assumed situation now, however, is different. It is 
not that business is greatly and generally depressed but 
that profits are waning. Reducing output and the numbers 
employed accordingly will not solve the problem. Capital 
needs a larger share of production. If it be impossible for 
it to obtain as much as it needs by a concession from labor’s 
present share, after every possible economy of management 
has been resorted to, it must curtail operations or resort 
still further to the increase of productivity per labor unit. 

Those industries that are not confronted by unyielding 
and dominant labor organizations will, as in 1920-21, find 
it possible to reduce wage rates for the benefit of profits 
and the reduction of prices. They may contrive to maintain 
their labor forces. Such industries will keep going when 
the others are forced to curtail. 

In view of the many deplorable consequences that follow 
unemployment the best interests of the country, as a whole, 
would be solved by labor acknowledging the logic of the 
situation. Contrary to the union theory that if wages go 
down it is hard to restore them, there is in this country an 
invariable tendency for the rate of wages to go up with in- 
creased profits. In fact, the present dilemma is partly due to 
qver-emphasis of this tendency. It is actually true that since 
1919 wages per worker have risen faster than the produc- 
tio per worker, while average working hours have declined 
since 1909. There is no ground for fear that a concession 
now to profits means that labor will not have its full share 
in the future. Labor may not be so much better off than 
formerly that it can stand a wage reduction for a time 
without hardship, but hardship may be better than the 
disaster of great unemployment. Until society finds a way 
to improve its methods of distribution and exchange of 
its products industrial equilibrium must be attained through 
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trial and error. It is painful but it is fate—but a fate that 
may be made easier by rational recognition. 

Aside from the labor involvements the present situation 
with respect to profits points towards other industrial 
changes. In general, the corporations that maintain profits 
are the great ones. It is the smaller ones that are being 
pinched. It is they who will be most affected in the strug- 
gle between wages and profits. The tendency is clearly 
toward larger units in industry. While there is doubtless 
a point at which greatness becomes weakness it does not 
seem generally to have been approached as yet. A new 
type of administrative organization offsets the weakness of 
greatness. The General Motors is an example of the new 
organization which seeks to preserve the advantages of 
individual initiative and ambition of the small business 
by creating a great phalanx of high-class executives in- 
stead of an industrial monarchy. Each of these executives 
finds within the general organization ample room for the 
satisfaction of his aspirations for wealth and power—those 
aspirations that in the hearts of strong men are the main- 
spring of business success. 

Since profits must be had if business is to go on, the 
enterprises that can maintain them in the wrestle with 
labor and the ebb and flow of business will be the survivors 
of the impending and all future contentions over profits 
and wages. Such enterprises are the great ones. By this 
process of elimination we shall come out of the present 
situation with fewer and greater corporations, but corpora- 
tions with greater guaranties of continuous profit. 

Looking to the future the investor may make use of the 
present concern about profits. He will incline to place his 
money where profits promise to surmount all business 
storms and all industrial disputes. As for the average 
citizen the growth of successful corporations and the elimi- 
nation of the weak need have no terrors. Those institutions 
give promise of increasing business stability and of a cen- 
tralized intelligent direction of production and distribution. 
In this way our capitalistic organization, motivated by 
profits, promises in practice the benefits dreamed of by 
socialism. 

The struggle of profits against wages may be unpleasant 
at each acute phase but in the end it promises justice for 
both the contenders. 


Note: 


In an early issue we shall conclude this article 
with a broad survey of wage and labor conditions as they 
exist to-day in representative industries. 
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q Numerous stocks have enjoyed advances of from 200 to 
800% in the past few years. Has the time come to con. 
sider accepting part or all of the accrued profits? 


If so, what are the logical vehicles for reinvesting the 
profits without material sacrifice of the advantage gained ? 


q For the answer. to these important questions read: 


What To Do With Your Profits 


By G. F. MITCHELL 


This is the first of a series of two articles on a highly 
important subject to investors. The second article will 
appear in our next issue. 


HE enormous appreciation that has taken place in the 
market value of many common stocks in the last four 
years can hardly be realized until the net gains in 

individual cases, without regard to capital changes in the 
meantime, are separately analyzed. The averages do not 
tell the whole story by any means. Most of the reliable 
computations show a gain of around 100% from the low 
point of 1923, and, while more representative of the entire 
market, this does not indicate the large number of issues 
that have registered substantially greater advances during 
this period, advances which in terms of both percentages 
and points are nothing short of stupendous. The question 
naturally arises as to the extent to which enhancement in 
actual values has kept pace with market values and whether 
serious thought should not be given to the advisability of 
accepting the major portion of these profits by those who 
have been fortunate enough to have maintained their posi- 
tion steadfastly during the four-year period under consid- 
eration. 


The It is not the purpose of this article to suggest 
Object that any particular issue or issues among those 
selected as illustrations- have reached the limit 
of their market possibilities for the present. There are 
some which, subjected to statistical analysis, do not appear 
overvalued, and others which will no doubt continue to sell 
on a basis of expectations of uninterrupted growth. The 
trend in the majority of cases may well be upward for a 
time as long as easy money remains as the predominant 
factor in the general market. It is not that higher prices 
may not be in evidence, but simply a matter of formulating 
a judicious policy regarding long term holdings in stocks 
that have scored spectacular advances in recent years, in 
view of the inevitable effect of a definite reversal in the 
general trend of prices which might develop for a limited 
period at any rate as a result of receding margins of profit 
so prevalent in business today or a sizable readjustment of 
an accumulated overbought condition. 

Granting the advisability of accepting profits ranging 
from 200% to 1,000%, there remains the perplexing prob- 
lem of what disposition to make of those profits so that 
they may be conserved and at the same time productive of 
a fair return. Practically all classes of securities, as a 
whole, are at or near their peak of recent years, and none, 
therefore, including high grade bonds, are immune from 
at least intermediate reactionary movements of greater or 
less extent, entailing some loss in principal to funds in- 
vested therein. Short term bonds assured as to payment 
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at maturity are, of course, an exception, but such issues 
are at levels to provide a yield little better than that ob- 
tainable from savings banks, and offer no great attraction 
other than safety of principal. 

Under present market conditions, therefore, some risk 
of temporary market depreciation seems inevitable in what- 
ever manner profits may be reinvested, if the medium of 
investment is to be more advantageous from an income 
standpoint than would be the case if the funds were to be 
allowed to lie virtually idle in a banking institution. Is it 
not advisable then to search for securities most likely to 
rebound with the least delay from any general market set- 
back, securities uninflated and yet intrinsically sound, be- 
longing to companies whose affairs give every evidence of 
being on the up-grade? Contrary to the supposition in 
some quarters, there is never a time, no matter how high 
average levels may be, when issues of this character are 
not available if sufficient diligence is employed in discover- 
ing them. 

Fixed income securities that meet the requirements are 
generally to be found among that type of bonds and pre- 
ferred stocks known as medium grade, that is, issues that 
have passed beyond the purely speculative stage, but have 
yet to reach a point where interest and dividends are so 
absolutely assured that market prices are governed for 
the most part by money conditions. This does not mean, 
of course, that all medium grade securities are suitable. 
Some are traversing the downward path, while others show 
little indication of a changed status in either direction. 
Senior securities of companies whose affairs are under- 
going constant improvement, however, are perhaps in the 
best position to resist selling pressure in the general mar- 
ket, and the yield that they offer when still short of a high 
grade rating goes a long way in counteracting any inter- 
mediate recession in price levels that may occur. 


Market Common stocks which are suitable for rein- 
Laggards vestment of profits are for the most part 1s- 

sues of companies entirely sound but operat- 
ing in industries which for one reason or another have 
not had their share of the general prosperity prevailing, 
companies whose earnings due to special circumstances 
have been running below normal, and still others where 
the market has accorded only moderate recognition to un- 
usually bright prospects of future growth. In connection 
with the last group, it is well known that different stocks 
have different market characteristics, and some, owing to 
lack of public interest, absence of aggressive sponsorship, 
or the manner in which ownership in the shares is dis- 
tributed, do not respond as quickly as others to rapidly 
growing earnings and favorable developments. In Wall 
Street parlance they are known as market laggards. The 
conservative policy of the management in respect to divi- 
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dends often contributes to such a stock selling consistently 
under what its earning power and the financial strength of 
the company appear to justify. Youngstown Sheet & Tube 
and, until recently, Southern Pacific have been typical ex- 
amples, although the latter despite belated strength of late, 
has some distance still to go before it is on a par with the 
prevailing market for standard rails. Real merit is bound 
to assert itself sooner or later, even though it may be a 
matter of some time, hence the desirability of employing 
issues of this type as vehicles for carrying large profits 
derived from advances in more spectacular stocks. 


Coppers Among those companies whose profits have 
and Sugars een retarded through the misfortunes of 

their respective industries, the well estab- 
lished concerns in the copper and sugar industries stand 
out prominently. The leading copper organizations in re- 
cent years have made remarkable progress without the 
assistance of adequate copper prices. Conditions necessi- 
tated the utmost in the way of installation of modern 
equipment and efficiency in operation on a scale which in 
all probability would never have been accomplished other- 


wise in the absence of the proper incentive; This places 
them in a better position than ever before to benefit in the 
event of a return of the copper market to levels more 
nearly approaching the pre-war average. There is an en- 
tire absence of inflation in the standard copper issues, so 
that they are in the strategical situation of being in line 
for improvement with little if any chance for any material 
retrogression. Providing attractive yields, they are ad- 
mirably adapted for the transfer of funds from stocks 
which do bear the earmarks of market inflation. 

Sugar companies have been faced with similar difficulties, 
except that the margin of profit to producers of this com- 
modity since the conclusion of the war was on the average 
even more inadequate. The result is that the number 
which are paying dividends on their junior shares are few 
and far between, thus rendering the majority of them in- 
eligible for the purposes of this article, the object for the 
present being to enumerate securities in which profits can- , 
not only be conserved but yield an income to their owners 
as well. The advisability of placing a limited portion in 
stocks of a more speculative character will be considered 
in a subsequent issue of this publication, which will furnish 
more ample data in deciding how far one may judiciously 
go at this stage of the market in sacrificing income for the 
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an optional portion of the balance. 


Bonds 


Recent Price Yield 
5.7 
57 
6.2 

California Petroleum Conv. 5s, 5.7 

Dodge Bros. Conv. 6s, 1940 Ye 

Erie Gen. 48, 1996 5.1 

Hudson & Manhattan Adj. 5s, 1957 5.6 

Julius Kayser Conv. 54s, 1947 5.4 

Missouri Pacific Gen. 4s, 1975 52 

Norfolk & Southern Ist & Ref. 5s, 1961.. 5.4 

Schulco Guar. 644s B, 1946 6.2 

Sinclair Pipe Line 5s, 1942 5.7 

Standard Milling Ist Ref. 544s, 1945 .. oF 

U. S. Rubber Ist & Ref. 5s, 1947 5.8 

Wabash Ref. & Gen. 5s, 1976 4.9 


Preferred Stocks 


Dividend 


American Power & Light 6s, 2016 
Bethlehem Steel Cons. 6s, 1948 
Brooklyn-Manhattan Transit 6s, 1968 .... 
1939 . 


Recent Price 
American Sugar 
Associated Dry Goods 2nd .. 
Brooklyn-Manhattan Transit 
Crucible Steel 
Engineers Public Service .... 
Gulf, Mobile & Northern .... 
Interntl. Match Participating. 


106 


International Paper 

Mathieson Alkali 

Public Service of N. J 
Remington Rand Ist 

Schuite Retail Stores 
Standard Gas & Electric .... 





Standard Milling 
*17\4.% arrears in dividends. 
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Opportune Channels for Re-investing Profits 


ISTED herewith are a number of securities in which profits derived from the huge appre- 
ciation in numerous common stocks since 1923 may be placed with a fair degree of assur- 
The bonds and preferred stocks are best suited as vehicles for at least 50% of such 
profits, but sound and uninflated common stocks of the type suggested may be employed for 


Common Stocks 


Recent Price Dividend 
Abitibi Power & Paper $5 
Allis-Chalmers Mfg. 
Amer. Car & Foundry 
American Locomotive 
American Sugar Refining .... 
American Tobacco 
American Type Founders .... 
Anaconda 
California 


Calumet & Hecla 


Copper 
Packing 


Cerro de Pasco Copper 


Co 
o 
* 


Columbia Gas & Electric .... 
Continental Can 

Crucible Steel 
Endicott-Johnson 

General American Tank Car .. 
General Cigar 
Goodrich 

Great Western Sugar 


ao 
o 


Illinois Central 
Inland Steel 


w 
o 


Kennecott Copper 
Mack Trucks 
Schulte Retail Stores 


we 
o 


Southern Pacific 
Standard Milling 
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Youngstown Sheet & Tube .. 


*Plus 4% in stock. 





sake of prospective profits elsewhere in the list. 

The higher the general market advances the more neces- 
sary it becomes to check up market values with actual in- 
trinsic values. There are undeniably difficulties in accept- 
ing profits of even 400 or 500% in the face of the spectacle 
of continually rising prices with apparently no top in pros- 
pect. 

The record set forth in the table on the succeeding page, 
however, provides food for thought. The eighty-four com- 
mon stocks selected on the basis of the capitalizations ex- 
isting in 1923 have advanced in the aggregate 13,363 points 
from their respective lows of 1923, or an average of 159 
points. This is equivalent to no less than 370% enhance- 
ment in the value in a period of four years. These figures, 
of course, are subject to moderate revision in accordance 
with fluctuations in the market since the tabulation was 
made, but the underlying principle is in no way affected. 

Granting that 1923 prices were too low in the light 
of subsequent developments in the business and industrial 
world, it requires a considerable stretch of the imagina- 
tion to believe that eighty-four companies during a 
period of four years have increased their intrinsic worth 
nearly fourfold on the average. Some no doubt have been 
able to accomplish that and more, General Railway Signal, 
for example, but this was 
the result of special cir- 


common sense to the stock market. The stocks mentioned 

are primarily for illustrative purposes, and reference there. 

to is not to be construed as a forecast of their immediate 

movements. It is merely a question of playing safe, as it 
were, by the substitution at this stage of the market of less 

volatile for more volatile issues, both having much to com. 

mend them intrinsically. 


It is difficult, of course, at this time to 
Preferred discover any stock worthy of confidence 
Stocks that does not show appreciation of greater 

or less proportions since 1923, and it js 
not to be expected that the stocks selected will be entirely 
immune from the influence of selling pressure in the gen- 
eral list. It is for this reason that bonds and preferred 
stocks are suggested for reinvestment of profits as well 
as common stocks, senior securities of desirable compa- 
nies having a greater measure of market stability. It 
is advisable to place at least 50% of accrued profits in 
bonds and preferred stocks of the type suggested, and 
as much more as desired, depending on the choice of 
each individual as to how far he should go in assuming the 
risk of some price reces- 
sions for the sake of the 


Bonds and 





cumstances rather than 
of general prosperity. In- 
cidently, General Rail- 
way Signal is currently 
selling for about 45 times 
its 1928 valuaticn, al- 
though allowance must 
be made for the fact 
that it is one of two is- 
sues in the compilation 
that had not as vet been 
listed on the New York 
Stock Exchange at that 
time. 


trinsic values. 


Discounted? of the 

On the whole the 
cases where earning 
power has more than 
doubled are the excep- 
tion rather than the rule, 
so that a considerable 
portion of the aggregate 





HE higher the general market ad- 
vances the more necessary it becomes 

to check up market values with actual in- 
Granting that 1923 prices 


were too low in the light of impending de- 
velopments in the business and industrial 


world, it requires a considerable stretch 
imagination 
eighty-four companies during a period of 
four years have increased their intrinsic 
worth nearly fourfold on the average. 


greater ultimate profit 
possibilities to be found 
in junior issues. In se- 
lecting common stocks at 
this stage of the market, 
it is not always an easy 
task to draw the line be- 
tween the desirable and 
the undesirable simply 
on the basis of price en- 
hancement in the last 
four years. A number 
of issues included in the 
table of the most spéc- 
tacular performers com- 
pleted their advance or 
the major part of it 
sometime since, and ap- 
pear to have settled down 
at a point representing 
their approximate true 
value pending further 
developments. 

It is necessary to re- 
peat, therefore, that this 


to believe that 








advances can be traced 

to extreme public opti- 

mism, extensive pool operations, plethora of funds available 
for investment, easy money, and various factors not directly 
connected with intrinsic position of the corporations them- 
selves. Under these circumstances, it would appear that 
discretion is the better part of valor for the recipients of 
these large profits, even though the insatiable but increas- 
ingly artificial demand for stocks impelled by ample credit 
and idle funds of both corporations and individuals may 
continue for a while longer. 

Another important consideration is that all stocks, par- 
ticularly high-priced stocks, that have scored big advances 
are subject to sizable and sometimes violent intermediate 
price recessions quite regardless of their present merit or 
future outlook. It would be entirely illogical to believe that 
stocks of the type of General Electric and du Pont will not 
in the long run continue to grow more valuable, and there 
is no particular occasion for those owning them outright 
and interested only in the investment aspect to remove the 
certificates from their strong-boxes. 

The majority of common stockholders, however, are con- 
cerned with wide fluctuations, and could relieve their minds 
appreciably through the transfer of their profits for the 
time being to such issues as Illinois Central, American To- 
bacco and Kennecott Copper, awaiting a time when general 
market levels are substantially lower before reacquiring 
General Electric and du Pont. This is far from being 
equivalent to in and out trading. It is simply applying 


830 


i article is not intended to 
forecast the action of the 
market during the balance of the year or the movements 
of individual stocks. The primary purpose is to call atten- 
tion to the huge enhancement in values that has taken 
place to an extent that undoubtedly exceeds by a wide 
margin on the average the actual aggregate improvement 
in the affairs of the corporations concerned. The table of 
eighty-four stocks illustrates where the major advances 
have occurred and brings out the great extent of those ad- 
vances which is likely to be obscured by the wholesale arti- 
ficial marking down incident to numerous splitups and stock 
dividends. The compilation of securities for reinvestment of 
profits is in the nature of a guide as to where those profits 
may be diverted to the best advantage consistent with a fair 
return, as great a degree of safety as can be expected with 
general price levels where they are today, and good eventual 
prospects. While it does not necessarily hold true in each 
individual case, the investor who adopts the general prin- 
ciple of transferring profits accrued in the first group to a 
diversified selection of issues contained in the second group 
will materially promote his welfare and ease of mind. 


The conclusion of this subject of “What to Do With 
Your Profits,” to appear in the next issue, will deal with 
the advisability of placing a limited amount of accrued 
profits in securities of a more speculative order. 
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have had the effect of marking down prices. 


Price Gain 
Adams Express 160 93 
Air Reduction 180 124 
Allied Chemical 150 91 
Amer. 180* 11 
Amer. 360 287 
Amer. 120* 42 
Amer. Radiator 195° 
Amer. Smelting 165 
Amer. Water Works 1000* 
Atchison 195 
Associated Dry Goods 180* 
Atlantic Coast Line 195 
Brooklyn Edison 180 
Baldwin Locomotive 250 
Baltimore & Ohio .. 120 
58 
150 
250 
Chesapeake & Ohio ......... «> 190 
Chic. R. I. & Pac. 110 
Chrysler 210* 
Colorado Fuel & Iron 80 
Coca Cola Por te 230* 
Delaware & Hudson : 205 
Detroit Edison 150 
785* 
Eastman Kodak 165 
Federal Mining 140 
General Motors Jo” 
General Railway Signal 1570* 
Greene Canansa 60 
Houston Oil 125 
Hudson Motors 110* 
International Harvester .. 200* 
International Nickel 66 
International Tel. & Tel. 228* 
Lehigh Valley 130” 
Liggett & Myers 552* 
Loose Wiles 250* 
208 
Mathieson Alkali 115 
May Dep't Stores .. 150* 
Montgomery Ward 70 
Nash Motors 780* 
135 
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1923 Recent Net 4-Year 











Stocks Recording Greatest Gains in 
Recent Years 


HE following list includes the majority of those stocks that have had the greatest appre- 
ciation in market value since 1923. A few issues still relatively low priced are included 
as their increase in terms of percentage is quite as remarkable as in the case of higher 

priced stocks. Comparison is made between the low points of 1923 and recent levels on the 
basis of capitalizations existing in 1923 without regard to subsequent readjustments which 


Recent Net 4-Year 
Price ~- Gain 


National Dairy Products 88* 58 
National Lead 216* 108 
New York Central 155 65 
N. Y., Chic. & St. Louis 250” 

Norfolk & Western 185 

Otis Elevator 330* 
Packard Motor 48* 
People’s Gas .. 150 

Pere Marquette 130 
Pittsburgh & W. Virginia 150 

Postum 230* 
Pullman 185 
COR. a sas Ve oN oa ecam ee 67 

Reading 

Reynolds Tobacco 

St. Louis-San Francisco 

Sears, Roebuck 

Sloss-Sheffield 

So. Porto Rico Sugar 

Southern Railway 

Sterling Products 

Texas Gulf Sulphur 

Texas & Pacific 

Timken Roller Bearing 

Union Carbide 

United Cigar Stores 

United Drug 

United Fruit 

U. S. Cast Iron Pipe 

U. S. Realty & Impr. 97 
U. S. Steel 

Vanadium 30 


Wabash 58 
65 


64 


Warren Bros. 

Western Union 
Westinghouse Air Brake 
Wheeling & Lake Erie 70 64 
Woolworth 


Wright Aeronautical 40 32 





18,307 13,363 


Average Gain—159 points—370%. 
*On basis of 1923 capitalization. 
“Including value of equities formerly owned but now segre- 


gated. 
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OR the first time in its twenty-year old his- 
tory of phenomenal growth and unhampered 
expansion, the American film industry is fac- 
ing a genuinely serious situation. However 
zealous the leaders of the large producing 
corporations may be in their assertion that 
their business is financially sound; however 

great the efforts they make to label their evidently 
nervous moves as introductory steps towards the sta- 
bilization of the motion picture industry, closer analy- 
sis of the situation warrants a considerably different 
opinion. 

It is no longer an inside secret of the industry that 
the rate of return on money invested is incredibly low 
and that the recently attempted 10% cut in the salaries 
of the movie workers had been proposed as a means of 
avoiding the danger of a further slump in net profits. 
What was foreseen and predicted by clear-headed stu- 
dents of this strange business of motion picture pro- 
duction has now come true; the cost of production has 
mounted to such an extent that if the present system 
of waste and inefficiency does not undergo a radical 
change, the industry will be unable to provide a fair 
return to those who have invested their money in stocks 
of film production corporations. Wall Street, this seis- 
mograph of American industrial life, has quickly re- 
acted to the infallible signs of vanishing profits and in 
recent weeks has depressed the stocks of motion picture 
corporations to quite low levels. 


An Anomaly 


The fact that the present crisis set in at a moment 
when the American motion picture industry was ap- 
parently eajoying the high tide of favorable market 
conditions is a phenomenon as strange and unique as 
are the real reason for its swiftly diminishing profits. 
Within the short span of a few years, film producing 
forged ahead in the first line of American industries; 


} 





it is today the fourth largest industry in the United 
States; it is a $1,500,000,000 business which has long 
passed the age of infancy; it occupies a distinguished 
place in the list of American export articles and it is 
practically enjoying a monopoly all over the world. 

The possibilities of its domestic market are well-nigh 
unlimited: movie-going has become a habit with the 
American people and statistics reveal immense figures 
as to the sums spent by the public on the movies. 

There are more than 20,000 motion picture theatres 
in this country, attended by more than 17,000,000 peo- 
ple every day. 

The American public pays over a billion dollars every 
year for its film entertainment and the money received 
by American motion picture corporations from all 
countries of the world is estimated at $4,000,000,000 a 
year. 

As to the money invested in the motion picture in- 
dustry, the lowest estimate runs at one and a half 
billion dollars, while other less conservative estimations 
put this figure at over two billions. 

All these figures show not only the spectacular de- 
velopment of the film industry and the enormous vol- 
ume of its business, but also reveal a still more im- 
portant fact: that there is an extraordinary receptive 
market for its productions, a market which readily and 
swiftly takes up everything which the motion picture 
producers are able to turn out. In the cool light of the 
statistical figures the production of motion pictures is 
one of the best businesses imaginable with a ready 
market, continued demand and ample capital to finance 
production. 

How is it then that this enormous industry, working 
under such favorable conditions, is unable to secure a 
higher return on money invested than it actually does— 
to be more explicit: 1.9 cent on the dollar. 

During the years of its infancy, the American film 
industry evolved a system of production which would 
fill the efficiency expert of a steel plant or shoe factory 
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with horror and amazement. There is a certain amount 
of waste in every business and because the movie busi- 
ness is somewhat looser and less calculable, the index 
figure of waste will always be higher than in the case 
of other industries. But the basic difference between 
the methods of production of other industries and the 
movies is that in the case of the former, efficiency is 
the rule and waste an unfortunate exception, while the 
production of motion pictures is presently based on 
waste, and efficiency a rare exception. 

If an occasional observer would call the attention of 
the producers to this unique system of waste and in- 
efficiency, which even the American film press 
is obliged to call “appalling,” he certain- 
ly would receive the answer, “Well, 
movies are different,—what we 
in fact are producing is art.” 

I, however, who have 
spent a lifetime in the pro- 
ducing business and who 
have made a thorough 
study of American pro- 
duction methods, feel jus- 
tified in saying that even 
when allowing an unusu- 
ally great amount of 
waste for the artistic and in- 
calculable elements of the mov- 
ies, the cost of production is still 40% 


50% without 


The trouble 
with the moving pic- 
ture industry is gross waste and 
inefficiency in methods of produc- 
tion. Costs could easily be cut 40- 


artistic value of the 
films. 


certain roles, do not appear in the picture when the 
negative leaves the cutting room. The material loss 
for the company and for its shareholders is almost in- 
calculable,—it runs, for the year, not into hundreds of 
thousands of dollars, but into millions. 


Several Examples 


Let me illustrate this strange and entirely anti- 
quated system of waste and inefficiency with a few 
actual examples. I have seen a scene in a Hollywood 
studio, a gorgeously built set, the cost of which must 

have been at least twenty thousand dollars. A 

few weeks later I was invited to a pre- 

review of the same: picture. To my 

greatest amazement, not one shot 

of the expensive set appeared 
on the screen. The nega- 
tive of it was somewhere 

in the waste container of 

a cutting room. Cases like 
this, however, are not at 

all isolated. On the con- 
trary, they represent the 
rule. To cite another ex- 
ample; there is the case 

of one of the most famous pic- 
tures of the past season, a pic- 
ture which cost $2,000,000. It is gen- 


impairing the 





to 50% higher than it would be if the 
common and simple rules of efficiency were 
applied to the movie business. 


A Faulty Method 


Let us first examine the method of motion picture 
production now employed by the large American pro- 
ducing corporations and then let us see how a more 
natural system of production would stop unnecessary 
waste and benefit the moving picture industry and 
ultimately its shareholders. 

The nucleus of every film which you see in the movies, 
the plan on the basis of which the picture is being built, 
is the script, the dramatized story written in Western 
Union style. The director receives this script and be- 
gins the “shooting.” He begins the shooting at random, 
in an entirely haphazard way, letting loose his 
fanciful imagination and shooting every 
possible scene which he considers nec- 
essary or dramatic. At his side 
is a stenographer, writing down 
the scenes, the movements, 
everything that is being 
done. Every day during 
the actual shooting the di- 
rector may have new ideas 
or he may change his mind 
regarding the artistic ef- 
fect of scenes already 
made. The natural result 
of such a haphazard and loose 
system of producing is that 
when the shooting has come to an end, 


The remedy 

for the present unsatis- _ 
factory earning power of the film 
production industry is to adjust 
the business on a business-like basis; 
planning details carefully in ad- 

vance and not in the present 

desultory fashion 


erally known in the film industry that 
the negative, when brought to the cutting room, 
represented a film five times as long as was actually 
shown on the screen. There are cases, when for a 10- 
reel film not less than 60 reels are “shot.” 

If this haphazard way of shooting a film enhanced 
the artistic value of a picture, the enormous waste of 
time and money might find some justification, though 
even then it would be necessary to evolve a less costly 
method of producing artistic pictures. The fact is, 
however, that the present system of producing not only 
does not increase the artistic value of the pictures, but 
on the contrary, it is exactly this system that is re- 
sponsible for the worst films. 

Can a novel be artistic when the author first writes 
six volumes, then takes his manuscript and a blue pencil 

and simply strikes out five-sixths of what he 

has already written? Can anything be 

artistic when the artist sets out to 

work without knowing exactly 

what he is doing? The awk- 

ward subtitles, illogical 

scenes, bad sequences are 

the results of this system 

of producing which costs 

innumerable millions to 

the corporations and to 

the shareholders. It is 

like building a 20-story 

structure without a de- 

tailed” plan and demolishing 

fifteen stories of it because only 

-* five stories are finally found to be re- 
quired. 





a film originally planned to be 6,000- 
7,000 feet, has attained the monstrous length 
of 12,000-15,000 or even 20,000 feet. 

At this juncture the negative is sent to the “cutting 
room,” the purgatory of motion pictures, where the 
Picture is cut down to the necessary length, or, as they 
say in the studios, where the picture is actually built 
up. On the floor of the cutting rooms there are miles 
of negatives thrown in the waste baskets; scenes, the 
shooting of which cost tens or, in certain cases, hun- 
dreds of thousands of dollars, are ruthlessly cut out; 
buildings, which were erected for the purpose of shoot- 
ing, are demolished without ever being shown on the 
Screen; actors, who were engaged at a high salary for 
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But cases where only one part of the picture 
is cut out in the cutting room belong to the more fortu- 
nate ones. Still more responsible for the haphazard 
way of production are the films which are entirely 
shelved and which the producing corporations decide 
not to exhibit after they have been made at a cost of 
hundreds of thousands of dollars. 

What is the natural remedy for this system of waste 
and inefficiency and what is the agency which at once 
would increase the net profits of the film producing 
business? Not a reduction in the salaries, to be sure. 
Probably 95% of all movie workers deserve every 
penny they receive. The real panacea for the financial 
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troubles of the motion pic- 
ture industry is a read- 
justment of the methods 
of production and a dras- 
tic change in the organi- 
zation of the producing 
end of the business. 


A Matter of Common 
Sense 


Every producing cor- 
poration should be amply 
supplied with stories be- 
fore making its program 
for the next year. The 

Wide World Photo present system prevailing 
in the industry is such that the company in advance 
resolves how many pictures it will produce during the 
coming year, irrespective of whether it has or has not 
on hand the required amount of good scenarios. The 
result is that production becomes a vague and hap- 
hazard affair, that finished productions are shelved or 
stories are filmed that later prove not to have enough 
audience value. If the companies would have the 
stories first and then start with the production, there 
would be no shelved productions or hastily and desul- 
torily made pictures. If only a fraction of the money 
that is spent under the present system on shelved pro- 














should call for a scene which does not appear on the 
screen and there is no excuse for one dollar spent with- 
out any apparent reason. 

The preparatory department, however, besides turn- 
ing out “perfect scripts,” playbooks which should be an 
iron law for players as well as for directors, should go 
a step farther in its effort to reduce production ex. 
penses to their minimum. It should prepare the shoot- 
ing in a way that no time be lost without important 
reason. The shooting period should be continuous 
without any interruption for preparatory work or 
waste of time necessary to install the shooting. 


An Antiquated System That 
Should Be Eliminated 


This end can easily be reached through a new se- 
quence in the shooting of scenes. During past years, 
film production has evolved the system of shooting 
those scenes one after the other, for which the same 
set is necessary. The original purpose of this system was 
to save time and money. Times, however, changed and 
the system which worked in a very satisfactory way 
ten or fifteen years ago, is antiquated at the present 
time; and instead of being instrumental in saving 
money, its ultimate result is a considerable loss of 
time. Just as the speaking stage works with the sys- 
tem of a revolving stage, on which four sets can be 
installed, the modern way of shooting a motion picture 
would be to build up more sets—possibly 





ductions were spent on the reorganiza- 
tion of the scenario department which 
should employ well-paid and first-class 
men, able to supply the production de- 
partment with good stories instead of 
“readers” who do not always recognize 
the “film value” of a story, a consider- 
able amount of waste would disappear 
from books of the film corporations. 

Still more important is the reform of 
the “script.” The scenario should be 
worked out by a preparatory department 
up to the minutest details so that when 
the director begins the actual shooting, 
he knows exactly what he is doing. Dur- 
ing the period of preparation the writer, 
the editor and the director will have 
ample time to poetize, to have artistic 
ideas, to let loose their fanciful imagination. In the 
quiet and peaceful solitude of an office or a private 
studio the poetic phantasy of the director can soar 
freely and unhampered into the heights of art, and, 
besides, the company would be paying for one man’s 
time and not for the time of scores of people. If a 
man has ideas, he can conceive them more freely in 
the tranquillity of a library than in the nervous atmos- 
phere of a film studio, where hundreds of people—paid 
with the money of the stockholders—are hanging 
around, idle and waiting for the birth of a new di- 
rectional idea. 


The Perfect Plan 


The present system now reigning supreme in the 
American film industry is based on that strange super- 
stition that there is no such a thing as a perfect script. 
Why not? If it is possible for the author of a three- 
act play to give a perfect script into the hand of a 
producer or a director, it must also be possible for the 
scenario department of a producing company to turn 
out perfect, absolutely detailed playbooks from which 
no deviation is necessary in order to produce a good 
picture. There are plenty of skilled people, able writ- 
ers and first-class directors in the American movie in- 
dustry, who would be able to bring about this “wonder,” 
which at once would put an end to the prevailing sys- 
tem of waste. There is no reason at all why a script 
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all of them—before the start of the actual 
shooting and to bring players and di- 
rector from one set to another. The re- 
sult would be that the loss of time now 
caused for instance by the change of 
lights or dresses would be eliminated. 
Everyone who has ever seen the shooting 
of a film knows what this reform would 
mean in the reduction of production 
costs and overhead expenses. 


Savings Affected and What 
They Would Mean 


Now let us get down to actual figures 
and let us see what these proposed re- 
forms would mean in savings,—in dol- 
lars and cents. Let us take as an example a “super- 
film,” one of those two million dollar pictures which 
are now being made with the evidently predetermined 
purpose of spending two million dollars on a picture, 
irrespective of the fact whether the same picture could 
be produced at a cost of one and a half or even one 
million dollars. Taking the average percentage of 
production costs according to the figures produced by 
Mr. Will Hays, the $2,000,000 is divided among the 
following items, which it will be noticed, cover the 
essential costs entering in the production of moving 
pictures. Additional interest is injected into this set 
of figures owing to the 
fact that they are gen- 
erally unobtainable so far 
as the public is concerned. 
The casual reader will 
agree that it is astonish- 
ing that such large sums 
can be expended in the 
production of a feature 
picture and will easily 
account for the reputation 
which the moving picture 
industry enjoys of lavish 
and extravagant handling 
of funds. The figures are 
given in the accompanying 
tabulation: 
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™ & Salaries, 25% $500,000 natural, more artistic. It is a sound business, an ex- 
“td & Overhead, 20% 400,000 cellent business with ready markets and unlisted inter- 
Sets, 19% 380,000 national possibilities. What the industry needs is a bit 
" Staff salaries, 10% 200,000 more of Wall Street; more efficiency, less waste and a de- 
of Scenario, 10% 200,000 termined and courageous reform of its present methods. 
¥0 Location, 8% 160,000 
a Raw film, 5% 100,000 
t= Costumes, 3% 60,000 Since the foregoing was written, stocks of moving 
nt aaa picture companies have been somewhat stronger, hav- 
$2,000,000 ing recovered partially from their previous weakness, 


This calculation is based on the fact that for the ten 
reels of the $2,000,000 film the present system of pro- 
ducing is shooting six times as much footage, as is 
actually shown on the screen. In other words, the ten- 
reel film is sixty reels long before it is adjusted and 
edited in the cutting room. If the actual shooting was 
based on a more improved script and if the time of the 
shooting was in proportion with the time of the show- 
ing of the picture, the production cost of the $2,000,000 
film would be well under one million dollars, even if 
we allow 25% for the salaries. 

The great secret of reducing the cost of production 


evidently on the theory that a concerted effort would 
be made by leaders in the industry to establish a more 
efficient basis of management. It is needless to say 
that the present maladjustment besetting the industry 
is too deeply ingrained to permit early and easy recti- 
fication and that many delays may be expected to 
attend a genuine improvement in underlying conditions. 
In the meantime, the earnings of typical companies 
show no pronounced tendency toward improvement 
and, from the investors’ viewpoint, it seems an ines- 
capable conclusion that for the time being at least 
sounder opportunities for investment are available 


y in the motion picture industry lies not in a drastic re- elsewhere. When there are unmistakable signs that 
t duction of salaries, but in a curtailment of the time serious attention is being given to the present weak- 
g now used for the “shooting.” The time necessary for nesses of the industry by those responsible for its di- 
f the actual “shooting” must be brought in some pro- rection, the time will have arrived for a new and more 
@ portion to the time necessary for exhibiting the film. favorable appraisal of the future value of -representa- 
e There are a few things, however, which we must not tive securities of this industry. Once definite action is 
e forget when passing judgment upon the present sys- taken-’toward operating the industry on a more busi- 


tem of motion picture production, which is undoubtedly 
one of great waste and inefficiency. However spectac- 
ular the development of the film industry was dur- 
ing the past twenty years, it is still our youngest 
industry and it needs time to discard its antiquated 
methods and to evolve new ones, more efficient, more 














—— 
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ness-like basis than appears to be the case at present, 
“movie” securities will command the more favorable 
regard of the public, for inherently there is no other 
industry which by virtue of the great and permanent 
popularity of its products should be in a better position 
to make adequate returns to its owners.—EDITOR. 


oe as 
Liki 





Shooting a Scene in the Film “Mantrap” 
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Will Passing of Judge Gary Affect 


Policies of Steel Corporation? 


An Unusual Slant Into the 
Internals of U. S. Steel 


By 
KEYES ORR FANCHON 


HEN Elbert H. Gary, chairman of the 
W United States Steel Corporation, passed 

away in the early morning of August 
15th, the nation paid high tribute to the life and 
works of this prominent industrial executive and 
organizer. But the most fitting tribute came not 
from bankers, statesman and leaders of industry, 
but from the floor of the New York Stock Ex- 
change. Here, amid the noisy bustle of the 
security mart, the nation made its most eloquent 
expression of confidence in the future of “Steel” 
—a tribute to the completeness of the work to 
which Mr. Gary devoted most of his active eighty 
years of business life. 


Stock Unaffected 


Inevitably unsettled by the first shock of the 
unexpected report, the real sentiment of the 


country as reflected through this Monday’s trad-° 


ing session spoke only confidence; it. saw only 
permanence of the stability which the great in- 
dustrial leader brought to the nation’s foremost 








Nathan L. Miller 


—former Governor of the 
State of New York, one of 
the leading corporation law- 
yers of the country and con- 
sidered by many the next 
choice as Chairman of the 
Steel Corporation. He is al- 
ready on the Board of 
Directors. 


James A. Farrell 
—president of the Steel Cor- 
poration and the man who 
built up the large export 
business of the company, a 
great expert on foreign trade 
and considered probably the 
ablest steel man in the coun- 
try. May be the next Chair- 
man. 





industry. Judge Gary has passed on, but his 








efforts of a quarter of a century have been in- 
stitutionalized and the great corporation will carry along 
on the course of wisdom and prosperity so firmly estab- 
lished by its Executive Officer. 

In the past, investors have witnessed vivid examples of 
how the passing of a prominent industrial leader has car- 
ried with it the immediate or ultimate collapse of the struc- 
tures built up largely on the ability and the shrewdness of 
their organizer. Consequently, they have learned to sense 
the apprehension, sometimes reflected in the stock market; 
usually carrying with it the immediate fear of liquidation 
of the estate’s stock interest, as well as the more distant 
concern relative to changes in policy and personal manage- 
ment that might affect the interests of the other stock- 
holders adversely. 

In Judge Gary’s death, there appears to be little ground for 
apprehension on either the former basis or the latter. Al- 
though the part played by its chief executive in the active 
direction of the corporation’s affairs is incalculable, it could 
in no sense be considered a “one man corporation” nor 
could it be conceivable that its future might be impaired 
through lack of capable management. 

Mr. Gary’s vision was too broad to escape the responsi- 
bility of providing for an able successor, in any emergency 
and the scope of the corporation’s interest was too extensive 
to permit of anything approaching “one man management.” 
The policies of the great steel company, largely fixed by its 
capable chairman of the executive committee, are so firmly 
established and so inseparable from the success and welfare 
of the corporation that any marked departure from. what 
might be termed “Gary Policy” is inconceivable. 


Gary’s Function 


The honestly intentioned eulogies of the Steel Corpora- 
tion’s head, which appeared in the press recently, seemed to 
credit him with the tremendous growth and consistent 
profits which accrued during the twenty-five years of his 


stewardship. The inference might be drawn that without 
his administrative abilities continuance of such prosperity 
could not be expected. Those who are intimately familiar 
with the concern’s brilliant history, however, agree that 
nothing could be further from the truth. Judge Gary's 
contribution to the steel industry and its dominant company 
has rather been along broader lines; a moving spirit in its 
creation; a steady handed helmsman when it first moved 
into uncharted seas; a cautious navigator during the stormy 
years that threatened to cast it on the rocks of Government 
interference, labor troubles and public antagonism. 

Within the industry itself he brought order in place of 
chaos; harmony in place of competitive strife; stability in 
place of recurring “feasts and famines.” In the Steel Cor 
poration’s earliest days, two widely divergent paths lay 
open to the promoters of the new giant in the industry. 
One was to sap the lifeblood and strength of its weaker 
competitors and profit by its very might and strength. The 
other was to yield the immense power of the new concern 
toward enforcing harmony, stability and a tenable code of 
ethics that would lead to permanent investment profits for 
all. It was through the sagacity of the new Steel Corpora- 
tion’s executive officer that the latter policies prevailed. He 
made the industry profitable and its dominating company 
prospered. Just as the day follows the night, it followed 
that in such carefully cultivated soil, a strong and healthy 
plant sprang into life. 

As chairman of the executive committee, Judge Gary 
raised the issue at an early date of who and how the affairs 
of the corporation would be dominated. Almost as soon 8 
it began to do business, he won a decision from his executive 
committee, once and for all placing full power and responsi 
bility in their chairman and never did he fail to exercise 
his prerogatives. The code of ethics which he immediately 
established and forced upon the dealings of the corporation 
and its subsidiaries can be stated in their essence in MI. 
Gary’s own words: 
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“To the public, reasonable prices and the fullest possible 
ublicity regarding the corporation’s affairs. 
“To competitors, vigorous but straightforward competi- 





tion. . 
“To labor, fair treatment with a wage as high as busi- 
ness conditions shall justify.” 





Operating Policies 






The actual operations of the corporation, physical im- 
provements to the plants, production economies, marketing 
problems and similar phases of the business have been left 
largely to President Farrell and the executives of the vari- 
wus subsidiaries. Within the corporation’s own family 
dre, acknowledgment is made largely to James A. 
Farrell and his administrative staff for the operating 
prowess Of the corporation. It is felt by some that the 
domination of Mr. Gary’s rule had often hindered the sub- 
sidiary executives as well as helped them, in the actual 
operation of their divisions of the corporation’s affairs. In 
the broader phases of industrial activity such as scientific 
research, the corporation has a record of being far behind 
other concerns of lesser magnitude. While due no doubt to 
the practice of the corporation to confine its operations to 
the manufacture of standard grades and structures of iron 
and steel, still it is believed that the recent departures into 
spheres of scientific research will be carried along a good 
deal further in coming years than in the past. 

In marketing and distributing practices, those in charge 
of the actual operation of subsidiary companies, have found 
themselves frequently in conflict with the policies set down 
in Mr. Gary’s office at 71 Broadway. Minor changes in 
form and procedure may occur in this particular phase of 
the corporation’s activities with a new executive head, but 
radical departures from present practices are improbable, 
except possibly, in the field of exports. The great concern 
is tog firmly established on its course, to waver much from 




















Manufacturing 


am 7 mos 





Carnegie Steel Company 
Illinois Steel Company 
American Steel and Wire Co. 
Amer. Sheet and Tin Plate Co. 
National Tube Company 
American Bridge Company 
Tenn. Coal, Iron and R.R. Co. 
Union Steel Company 








Diversity and Growth of U. S. Steel 


Mining 


Lake Super. Consol. Iron Mines 
Oliver Iron Mines Company 
Pittsburgh Limestone Co. 
United States Fuel Company 
Minnesota Iron Company 


U. S. Coal and Coke Co. 


this point, irrespective of the successor who will be ap- 
pointed to fill the vacant chair of Chairman of the Board 
of Directors and Executive Officer. 

Almost as important as his position as head of the Steel 
Corporation was Chairman Gary’s universal recognition as 
spokesman for the entire industry in the titular capacity 
of president of the American Iron and Steel Institute—the 
“Chamber of Commerce” of the steel industry. The Insti- 
tute was founded by Mr. Gary in 1908 and he has served 
as its only president since that time. It was originally an 
outgrowth of the famous “Gary Dinners,” when the leaders 
of the industry sat at their sagacious host’s board to discuss 
problems of “mutual interest”—problems which a suspicious 
public feared also included such topics as price fixing and 
other practices restraining open competition. By institu- 
tionalizing these annual festivities and throwing open the 
door of publicity, Mr. Gary avoided the frowns of congres- 
sional investigating committees, won the confidence of a 
steel consuming public and still kept matters of mutual in- 
terest and welfare before the attention of the leaders in 
the industry. 

That the new chairman of the board of the Steel Cor- 
poration will also succeed Mr. Gary as president of the 
Institute is by no means a foregone conclusion. Without, - 
perhaps, actually being so, the Institute is sometimes looked 
upon as “just another Steel Corporation subsidiary.” The 
selection of an independent operator to officiate as presi- 
dent would certainly soften this impression. Should eiec- 
tions take this particular turn, Charles Schwab is looked 
upon as a most likely candidate, for he is admittedly one of 
the most popular men in the industry and a logical choice 
of that part of the membership that might favor an “inde- 
pendent” candidate. On the other hand, independent steel 
men are not unmindful of the advantage of an open door 
at 71 Broadway where they have come to expect a gracious 
welcome from the head of the Steel Corporation and the 
president of their Institute. 


Transportation 
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Duluth & Iron Range R. R. 
Duluth, Missabe & North’n Ry. 
Elgin Joliet & Eastern Ry. 
Birmingham & Southern R. R. 
Pittsburgh Steamship Co. 
Union Railroad Company 
Bessemer & Lake Erie R. R. 
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Why Cyclical Fluctuations in 
Business are Disappearing 


COMMODITY PRICE INDEX 
U.S. i] 


‘ 


F LABOR STATISTICS 
1913 =100 i 


60-90 DAY COMMERCIAL PAPER 


AVERAGE YIELD 
60 HIGH GRADE BONDS 
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T is always disconcerting and 

provocative to mental resistance 

to be asked to revise one’s be- 
liefs suddenly. When the belief con- 
cerns the future of business and the 
class addressed is composed of business 
men, bankers and investors, it is only 
to be expected that the response to the 
new suggestion should be slow and 
that the effect of the response on busi- 
ness policies and security value should 
be gradual. 

This is what is happening now to the 
theory of the business cycles. Econo- 
mists developed this theory long ago 
as an interpretation of a certain set 
of periodic historical events which in 
turn were the result of a certain defi- 
nite set of conditions which existed 
over a rather long period including the 
period from the close of the Civil War 
to the opening of the World War in 
1914. 


Underlying It is unfortunate in a 
Conditions ‘sense that haga! as oa 

man in the financia 
Changed street embraced this 
theory as an enlightening picture of 
the course of business and began to ap- 
preciate the value of economics, the 
underlying conditions of which it was 
a reflection should give way, and give 
way quite suddenly to another perma- 
nent set of conditions almost exactly 
the opposite of those that formerly 
prevailed. 


838 


By W. PARKER! 


The theory of business cycles, it can 
be stated quite definitely, applies to a 
minor extent, if at all, to the new set 
of conditions. Consequently the paint- 
ing of a new picture of the future 
course of business is not only opportune 
but imperative, for the speed of the 
mental adjustment to changed and 
changing conditions is frequently the 
determinant of business survival or suc- 
cess even as in the biological struggle. 

Briefly, the permanent conditions 
prevailing in the United States before 
1914 that gave rise to the events com- 
prehended under the term “business 
cycle” are as follows: 

(1) An inelastic, inadequate mone- 
tary system under which the currency 
tended to decrease when most needed 
and to increase when least needed. . 

(2) The chronic indebtedness of the 
United States to other, chiefly Euro- 
pean, countries. 

(3) Unrestricted immigration and 
the consequent excessive rapidity of 
growth of the adult population, the 
most dynamic factor in the social and 
economic life of a nation. ; 

(4) Partly as an effect of No. (3) 
the frantic endeavor of crude and un- 
developed industries operating with 
vast, undeveloped natural resources to 
satisfy a market that grew spasmodi- 
cally by leaps and bounds beyond cur- 
rent productive capacity. 


(5) The inadequate development 
of the means of communication and 
transportation. 

(6) The widespread lack of gen- 

eral economic knowledge and statistical 
research, or forecasting ability. 


Situation A moment’s reflection will 
Reversed ‘*¢tve to make clear to any 

well informed man of busi- 
ness that each of the above processes, 
for they may be viewed as continuing 
phenomena, has been, dating from 
about 1914, almost entirely and com- 
pletely reversed. 

Today to be specific we have: 

(1) A smoothly functioning, mod- 
ern and scientific banking and cur- 
rency system. The importance of this 
transformation can scarcely be exag- 
gerated. 

(2) A creditor position toward 
other countries that is becoming yearly 
more pronounced. 

(3) A slower and much more or- 
derly growth in population in the nor- 
mal way by births and child growth to 
the productive age. P 

(4) An industrial development with 
a sane conservation of natural Te 
sources that in nearly every field 1s 
more than adequate to provide for nor- 
mal market expansion. 

(5) The most highly developed 
communication and transportation sy& 
tem in the world. 
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URING the past decade a veritable revolution has occurred in the business 
habits of America. 


on economic conditions. 


These profound changes are exerting a dynamic influence 
What these developments are. likely to mean to business, 


vill 





finance and investments is ably discussed in this unusual article. 


(6) Probably the most alert, pro- 
gressive and best informed business 
community in the world. 

These reversed permanent trends and 
others that might be mentioned are too 
fundamental not to produce a decided 
change in the course of business devel- 
opment of the United States, in the 
adjustment of the individuals engaged 
in it and in their picture of the prob- 
able future that confronts them. 

This probable future under the new 
conditions of business, of interest rates, 
of commodity prices and stock and bond 
yields is naturally the thing in which 
all of us are the most interested. If 
the business cycle theory no longer 
gives us a true picture of what to ex- 
pect of the stock market, for instance, 
we want to know instantly the whys 
and wherefores so we may plan ac- 
cordingly. , 


First it should be 
pointed out that al- 
Fundamental though the Federal 
Change Banking System 

went into operation 
in the early days of the World War, it 
functioned under extremely abnormal 
circumstances until about 1923. Also 
our creditor position did not reach its 
maximum until long after the armis- 
tie, and as is well known, our 1921 
depression was chiefly the result of a 
reckless orgy of exports which in turn 
were an aftermath of the war. So it 
seems clear that the force of the al- 
tered underlying conditions began only 
comparatively recently to be apparent 


Recent 
Origin of 





breaking demand. A well known busi- 
ness statistician has checked this in- 
dicated state of affairs by two corrob- 
orative studies, one showing an in- 
creasing number of failures with ab- 
ruptly declining average liabilities per 
failure and the other showing that 
since 1924 the stocks of the leading 
companies in ten industries have had 
a far greater rise in price than the 
stock of their nearest competitor in 
the respective industry, although in 
the period of recovery 1921 to 1924 
the two groups rose approximately in 
unison. 


This analysis  indi- 
cates certain trends 
Intensified that we may expect 

to continue for an in- 
definite time. Present conditions of 
credit strength and economic stability 
favor the large scale production and 
large capital enterprise because they are 
free to go ahead with long range plans 
for reducing costs with a considerable 
certainty of reaping the rewards of 
such programs. The violent fluctua- 
tions of the past were costly to the 
large units and favorable to the low 
overhead concerns which could adjust 
themselves with greater facility to the 
many ups and downs of prices and 
markets. 

This applies also to general business 
organization. Under prolonged stable 
conditions, complicated and delicate 
business relations of all kinds can be 
established and maintained and thus 
an elusive but highly important fac- 


Business 
Competition 





ciation in the value of such securities 
bids fair to be enhanced by another 
factor, the steadily declining interest 
rates. This factor, of course, applies 
directly to bonds and investment stocks. 
What prices of these may become is 
suggested by the yields of securities in 
1901 when New York State 5% bonds 
sold to yield 2.85 as compared with 
3.55% today and Massachusetts State 
3%’s sold on 2.83 basis and many good 
municipals sold on about a 3% basis 
compared with a 3.50 to 4.50% basis at 
present. Other investment issues like 
American Tel. & Tel. bonds and rail- 
road stocks sold in proportion. With 
the progressive retirement of Govern- 
ment bonds and the huge annual accu- 
mulation of investment funds, it is not 
unreasonable to anticipate Treasury 
Certificates to sell on a 2%% basis and 
other investments accordingly during 
the coming years. That this accords 
with the judgment of the market is 
shown by the high price of non-callable 
bonds, the huge volume of refunding 
operations, the policy of the United 
States Treasury and the high prices 
relative to earnings of the favored 
common stocks. 


_——_—— 


Many other direct 


Fluctuations contradictions be- 
tween the new eco- 


Disappearing nomics regime and 


the old one might be mentioned. The 
general conclusion is that the violent 
cyclical fluctuations that characterized 
American business in the past have 
disappeared, that the new period we are 


Cyclical 


ny and definite in a reasonably normal tor in reducing business costs and in- entering will be one of much greater 
sl- business situation. creasing competition is immeasurably smoothness; and of which the prevailing 
es, The period 1924 to date, some three magnified. So we conclude that busi- feature will be a progressive prosper- 
ng and a half years, seems a very limited ness competition will be intensified in ity, an intensive economic and social 
om period to serve as a base for prophesy, the future with the advantage i in favor development, an increasing organiza- 
m- but taken in conjunction with contrast- of the strong progressive organiza- tion, a steady or rising standard of 
ing periods in our history and similar tions, and that the emphasis in future living and a gradually increasing ex- 
periods under fairly similar conditions competition will be laid on lowering port and import trade with all parts 
d- in other countries such as France and costs and increasing quality and serv- of the world. 
rs England, we can undertake within ice as a basis for increasing sales There are some factors such as a 
us limits, the prophet role. rather than on a spell-binding sales or- reckless use of our gold reserve, or 
g- As very ably illustrated in a recent ganization. another World War, or equivalent cal- 
F series of graphs, the near past has We may expect furthermore, on the amity that would modify this picture. 
4 been characterized by one unique fea- added base of the previously enumer- That is to say we may have some vio- 
y ture in American business develop- ated reversals of underlying conditions, lent fluctuations in the future, but if 
ments. We have had an extended a definite increase in the profits of suc- so, they will be of their own kind, 
r Prosperity period (as measured by cessful and strongly intrenched enter- more or less unique in character. The 
ns volume of trade) accompanied by an prises and consequently in value and cycle of the future, if any, will be a very 
unmistakably falling price level which prices of their securities. The appre- different cycle from that of the past, be- 
Ah exactly contrary to what cause of the underlying forces 
- as happened in previous controlling the evolution of 
ig Prosperity periods. This fact business. 
“ is of extreme significance for These have themselves been 
a ny ig our , || altered to such an extent as to 
uctive ability and finan- rewi reatly diminish the possibility 
d tial power are more than (=eees "Shee of periodic extremes in pros- 
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“Les Miserables” 


HE break in Manhattan Electrical Supply—several weeks ago accom- 
panied by a sweeping decline in Houston Oil and several lesser lights 
clearly shows the possibility of loss to investors who lose sight of the 

fact that stocks cannot for~long sell out of relation to value. Both issues 
had previously been run up much beyond warranted levels chiefly through 
adroit utilization of manipulative tactics by those who engineered the rise. 
The break in Manhattan Electrical stock was particularly significant since 
this stock’s intrinsic value was known to be quite small in comparison with 
the dizzy price level which it reached prior to its collapse. There could be 
no clearer illustration that in the final analysis the action of the market 
is logical and that it will not permanently endure a situation in which 
price and value are entirely out of line. This holds for undervalued 
as well as overvalued issues. To achieve some lasting and solid 
success, therefore, the investor should remember that funda- 
mentally there is a close relation between stock values and 
their market prices and that while pools and manipulators 
may violate this principle for a time, they cannot continue : 
to do so without suffering disastrous losses as in the case of ce unin 
the two stocks mentioned above. Not inaptly Manhattan 120 
Electrical Supply—whose ticker abbreviation is MSY—has a W 
been dubbed Misery by the Street. This particular tee sae, 
Misery is not without its companions. In fact, if the ore ment 
investor will look he will find not a few such in the mar- ipsa” apd 
ket, a group which may well some day be termed “Les a parent 
Miserables.” eet ee 
we decide 
group 
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How Shall Public Utilities 
Companies Be Valued? 


A Question of Vast Importance to Public Util- 
ity Security Holders—What Is the Answer? 


By F. J. WELLER 
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No question can have a greater effect on public 
utility securities in the future than the deter- 
mination of how these companies shall be 
valued. Courts and Commissions, generally, 
take two almost diametrically opposed view- 
This article undertakes to show that 
the so-called “reproduction cost” basis of 


their attention. 


valuation, because of the instability of factors 
involved, contains definite possibilities of 
danger if it should be adopted as the basis 
of valuation for the industry. Both holders 
of fixed-income bearing securities and common 


stocks will find much in this article to hold 








Wise two groups so well consti- 


tuted and well regarded as the. 


Supreme Court of the United 
States and the Massachusetts Depart- 
ment of Public Utilities arrive at prac- 
tically opposite decisions on‘ questions 
very similar in nature, it is quite ap- 
parent that one of the groups is in 
error. Usually in such a case, with- 
out looking into the matter further, we 
decide in an off-hand manner that the 
group furthest away must of course be 
wrong. 

When the latter happens to be the 
Supreme Court of the United States, 
which from school days we have always 
understood to be infallible, we may still 
80 decide, although with a bit less 
haste. The trend of decisions in 
Supreme Court cases on valuation fur- 
nishes excellent material, and a com- 
parison of two outstanding cases is at 
least timely. 

McArdle vs. Indianapolis Water Com- 
pany, decided by the Supreme Court on 
November 22, 1926, is the most recent 
and by far the most important case 
using the so-called “Federal Theory of 
Valuation” which holds that property 
employed in a public calling be valued 
at its reproduction cost. On the other 
tand, the Worcester Electric Light 
Company case, decided June 3, 1927, 
shows just as decisively that Massachu- 
setts intends to cling to the investment 
basis of valuation—that is, a valuation 
based upon the actual amount of money 
Invested in the property and not on 
Present reproduction cost. 


Conflicting Theories 


The question of valuation of property 
used in the service of the public, for the 
purpose of ascertaining a tangible rate 
base, is an old story which has given 
tise to several conflicting theories. It 
18 pretty well accepted that property 
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thus used is entitled to earn for its 
owners a fair return on its fair value. 

But the amounts which different 
theorists may decide upon as represent- 
ing that fair value have been known to 
differ widely. Valuation as a basis of 
regulating rates first appeared in the 
United States Supreme Court in the 
Granger cases in 1876, when rate regu- 
lation was upheld as in the public in- 
terest. Since that day the several 
theories of valuation have made their 
appearance, each with its own enthusi- 
astic proponents, and each containing 
some degree of merit. 

Many of the theorists, though, become 
so absorbed that they lose all sense of 
proportion, and later historians, view- 
ing the situation calmly, consider them 
fanatics. That this has been true from 
time immemorial in no way lessens the 
general truth of the statement, and it 
may well apply in this particular case. 

The principal basis of valuation has 
always been original cost plus addi- 
tions, less depreciation. Among other 
theories, however, which especially in 
recent years have been given more or 
less prominence are: Valuation taken 
by capitalizing net earnings, valuation 
by means of the market prices of the 
securities, and valuation on the basis of 
theoretical cost of reproduction less de- 
preciation. 

The second and third of these, while 
perfectly satisfactory as supplementary 
evidence, may be dismissed at once 
from serious consideration. Any valu- 
ation for rate making purposes, based 
on net earnings, is worthless in these 
eases since it involves a hopelessly 
vicious circle of rates based upon a 
valuation which in turn depends upon 
rates. 

Summarily too, we may rule out a 
valuation based upon the market prices 
of the securities involved, for a slight 
change in the money market, let us say, 


might change the plant’s valuation over 
night. A condition so unstable would 
never do for our purposes. 

The first and last theories, however, 
known respectively as the historical 
and reproduction cost bases, have both 
been quite generally applied. The for- 
mer values the property according to the 
actual investment shown on the books, 
while the latter method estimates the 
cost of building just such a plant, new 
at the present time. Both bring de- 
preciation into consideration, as well as 
“going concern” value. 

Under the first method, considering 
the money actually invested in the prop- 
erty over a period of years, a deduction 
for depreciation due to the estimated 
wear and tear of the physical proper- 
ties is generally accepted as a justifi- 
able deduction. At the same time it 
has usually been the custom to add a 
certain amount to property cost, repre- 
senting the increased value of the 
separate investments when grouped as 
a workable operating unit. This “going 
concern” value has been accepted by 
court and commission alike. 


The True Status 


It is only when we consider the re- 
production cost method that the conflict 
of depreciation and “going concern” 
value appears in its true light, for it 
has been urged that this value be added 
to reproduction cost estimates. When 
a reproduction cost basis is used, it is 
supposed that the property is new, of 
course, and consequently at the highest 
efficiency with a minimum of deprecia- 
tion to be deducted. Yet, at the same 
time that the advantages of youth are 
grasped, the benefits of old age are de- 
manded in this additional percentage 
representing “going concern” value. 

The cases at issue might briefly be 
summarized as follows: In McArdle vs. 
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Indianapolis Water Company, the Pub- 
lic Service Commission of Indiana had 
established 7% as a fair return for the 
company on a valuation of $15,260,400 
as of May 31, 1923. In determining 
this figure, the commission took as a 
base the average of prices for the ten 
years ending 1921. Upan the com- 
pany’s appeal to the Federal District 
Court, however, the latter held that a 
fair valuation on January 1, 1924, was 
not less than $19,000,000. The commis- 
sion, in conjunction with the city, ap- 
pealed to the Supreme Court, urging a 
property value around $15,000,000, 
while the company insisted upon cost 
of reproduction at spot prices less de- 
preciation, or a value of about $22,500,- 
000. 

The decision of the District Court 
was finally upheld and the property 
valued at $19,000,000. The opinion of 
the court, however, written by Mr. 
Justice Butler, rather upset prevailing 
ideas along valuation lines by making 
spot reproduction 


hour. The language in the decision, 
too, indicates clearly that the decisions 
of the Supreme Court were most un- 
favorably regarded. For example, in 
one place Chairman Attwill says: “We 
are of the opinion that in this common- 
wealth a rate based upon reproduction 
value, less observed depreciation, is not 
only unsound legally and historically 
but also economically. . . . Whatever 
the situation may be in other jurisdic- 
tions, the law does not require the 
adoption of such a rate base in Massa- 
chusetts.” 


“Investment” vs. “Reproduction” Basis 


The wide variation between a 6% 
return on an actual investment basis 
and a 7% return on a present repro- 
duction cost valuation is readily ap- 
parent. Coming so soon after the Su- 
preme Court decision, too, the Wor- 
cester case is a definite challenge to 
the Federal theory of valuation. It 


termining the value of service never 
rendered, efficiency of unknown labor, 
conjectural depreciation, supposed ag. 
tion of the elements, the wisdom of gy. 
perintendence, and so forth, is based on 
prophecy rather than reality and is at 
best only a dignified guess.” 

At first glance the reproduction cost 
basis of valuing utility properties seems 
just and equitable. At least it would 
appear so if we consider its popularity 
in recent years. A study in the Har. 
vard Business Review for January, 
1927, summarizing recent decisions of 
the State courts, found that in valua- 
tion cases decided since 1923, reproduc. 
tion costs have been given a large de- 
gree of importance. 

The theory was advanced during 1923 
in 60% of the cases, in 1924 in 72%, 
and in 1925 in 81%. Naturally with 
the increase in costs since the pre-war 
period, a basis of this sort would be- 
come increasingly popular. A summary 
of the advantages and defense of the 

reproduction cost 





cost practically de- 
cisive in valuing 
utility properties 
for rate purposes. 
In previous cases, 
spot costs had been 
introduced as evi- 
dence in conjunc- 
tion with other 
theories but it had 
never before been 
given such abso- 
lute weight. 

The first mention 
of fair rate of re- 
turn upon a fair 
valuation was in 
the case of Smyth 
vs. Ames in 1897; 
but in this instance 
as in several others 
since then, the 
court mentioned 





basis may well be 
obtained by setting 
forth the argument 
before the Depart- 
ment of Public 
Utilities of Mr. 
Dodge, the counsel 
who appeared for 
the Worcester 
Electric Light 
Company. He be 
gins by telling the 
commissioners that 
their problem is to 
obtain a fair valu- 
ation at the pres- 
ent time and under 
no principle of 
government is it 
possible to value a 
property perma- 
nently upon origi- 
nal cost ten to 














reproduction cost 
along with several 
other theories. Indeed, the court 
summed up by saying “(these theories) 
are all matters for consideration and 
are to be given such weight as may be 
just and right in each case.” Later, 
in the Minnesota rate case, Justice 
Hughes declared specifically that “fair 
value” was not a matter of rules or 
formula but that each case required a 
just consideration of all the facts in- 
volved. 

The other case, decided by the Massa- 
chusetts Department of Public Utili- 
ties, grew out of the agitation brought 
by the Worcester Post for lower maxi- 
mum rates for domestic lighting in the 
city of Worcester, Massachusetts. This 
rate had been 7 cents per kilowatt-hour 
but beginning June15,1927, according to 
the commission’s decision, was reduced 
to 5 cents. The utility claimed a valu- 
ation of $17,837,965 but the commis- 
sion decided that 6% was sufficiently 
high on a wate base, in this case, 
around $10,000,000. An ovtstanding 
point in the case is that while the de- 
cision for a decrease was vnanimous, a 
minority insisted it should be to 4% 
cents instead of to 5 cents per kilowatt- 
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might be mentioned that the applica- 


tion of the word “Federal” to this 
theory of valuation is especially appro- 
priate. 

Outside of lawyers and engineers 
employed by the utility companies, the 
theory has not found much favor ex- 
cepting in the Federal courts. Almost 
unanimously the State courts and com- 
missions believe in the actual invest- 
ment basis—and there are many who 
believe that these legal tribunals know 
at least as much about the facts in 
each particular case as the Supreme 
Court. 

The Massachusetts commission has 
been greatly commended on the stand 
it has taken, for it is evidently. gener- 
ally believed that the many intangible 
factors necessarily present under the 
Federal plan can not successfully be 
applied to overhead costs and “going 
concern” value. The attitude of the 
state commissions generally towards 
the reproduction cost theory may well 
be summarized in the following classic 
words of the Michigan Public Service 
Commission in the Southwestern Bell 
Telephone case: “This method of de- 


forty years ago. 

He further states 
that in an eminent domain case, were 
a city to take over private property, 
the stockholders would gain or lose de- 
pending upon the current value of the 
property at the time. He holds that 
the same should be true in a valuation 
case. Whether built from earnings or 
capital, he feels that the property be- 
longs to the stockholders and they are 
entitled to any profit or loss occasioned 
by changes in the general price level. 
Consequently he insists that present 
reproduction cost—and not actual in- 
vestment cost—be considered as the 
valuation basis. 


Stockholder and Public 


On the surface his arguments ap- 
pear satisfactory but the balancing 
factors are perhaps more weighty. In 
the first place. we might again recall 
the popular fallacy of holding that 3 
public utility’s property is owned by 
the stockholders and should affect them 
alone. The statement is often made, 
and theoretica!ly it is true. but usually 
the utility lawyers nass liehtly over the 
position of the public in the matter. 
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While the stockholders own the prop- 
erty, the voice of the people might well 
be a little louder in this particular mat- 
ter. When a municipality grants a 
company a franchise, it furnishes, in 
effect, a right to operate without com- 
petition. In no sense was it ever in- 
tended by legislature or city council 
that the franchise might in the future 
be used as a means of forcing higher 
rates from the public that gave it in 
the first place. Safeguarded from com- 
petition as the utilities are, it would 
seem as though they were asking a 
little too much in demanding the last 
pound of flesh. We expect this more 
or less from an industrial company 
whose profits must be made during 
periods of good business. On the other 
hand, however, the industrial company 
invariably has periods when heavy 
losses are suffered, but outside of the 
usual isolated exceptions this is not the 
case with utility companies, for tem- 
porary losses are sooner or later alle- 
viated by higher rates. 

If one feels that utility properties 
may justly be valued at present repro- 
duction costs, which of course are much 
higher than the pre-war level, what will 
be the situation after a period of fall- 
ing costs? After every great war in 
history there has been a period of slow 
deflation of prices. In our own very 
recent history the deflation was rapid 
in the years immediately following 
1920, with an apparent stabilization 
lately. But what economist would dare 
to say definitely now that the " 
cost of building utility prop- 
erties will be just the same 
ten years from now as it is 
today? 


A Probability 


That costs may be much 
lower at least is not beyond 
the bounds of possibility and, 
assuming this occurs, we well 
may wonder if the Supreme 
Court will then hold that the 
reproduction cost theory must 
be followed. At that time 
actual investment costs will 
probably be much higher than 
reproduction cost, and it takes 
no great stretch of the im- 
agination to conceive the pro- 
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tests of the utility owners. Under such 
conditions their objections will have an 
excellent basis, for real confiscation of 
property will easily be proved. The 
point simply brings out more clearly 
the difficulties of the reproduction cost 
system under present conditions. Util- 
ity owners, of course, are not blind to 
this possibility and in one sense have 
met the objection by saying that they 
will be perfectly willing to accept lower 
values on a reproduction cost basis if 
ever that time occurs. In an ideal com- 
monwealth the proposition might be 
dependable, but opinions change and 
memories are short in this modern 
world of ours. 

It is all very well for Federal Court 
and private utility company to decide 
what seems proper. But after all, the 
public is still paying the bill and per- 
haps is entitled to another. hearing. 
Under present conditions and reason- 
ably estimating the future (which the 
Supreme Court permits) Federal valu- 
ation furnishes the rate-payer nothing 
but the right to continue paying. Ap- 
parently the public is the loser every 
time, no matter which horn of this 
valuation dilemma is chosen. Not only 
must it pay a fair return on the actual 
investment in utility property but it 
evidently must increase the rate base 
as costs of reproducing the plant rise. 
This amounts to an artificial increase 
in the purchasing power of the dollars 
invested in utility property, a condi- 
tion not found in any other line of 

business. Industrial companies are 

- given no such guarantee for there 

is no tangible proof that the in- 

come of indus- 

trial companies in- 

creases as the pur- 

chasing value of the 

dollar declines. And 

if we are to be so 

altruistic in dealing 

with our utilitiés, 

we might at least 

go a sten further 

and mention the im- 

nortant corollarv of 

this identical point 

—that bv so increas- 

ing a rate base we 

are arbitrarily fa- 

voring utilitv com- 

mon stockholders as 

against bond and 


preferred stock owners, who have fur- 
nished about 75% of the capital now em- 
ployed in the utility and railroad field. 

A higher valuation base, and the 
consequent higher earnings to be de- 
rived, benefits only. the common stock 
by increasing the return on the in- 
vestment. If we are to go into the 
ethics of the matter very deeply, it is 
apparent that in some way or other the 
holder of a fixed income bearing cer- 
tificate should also be given a higher 
purchasing power. Nor is the ques- 
tion one of ethics alone, since it in- 
cludes a serious economic difficulty. In 
a period of falling prices the earnings 
on common stock would drop four times 
as rapidly as the fall in prices. A de- 
cline such as that which took place 
after our Civil War would not merely 
ruin the common stockholders but de- 
stroy the credit and, consequently, the 
service of our public utilities. 


Instability of Reproduction Costs 


After all, perhaps the most power- 
ful argument against a reproduction 
cost basis of valuation is its instabil- 
ity. Such a method includes, to a very 
large extent, an absolute gamble as to 
probable levels of prices and wages 
during the immediate future. But 
these have fluctuated so much in our 
brief economic history that no student 
of prices would dare to say that the 
price level of 1923 to 1927 is a per- 
manent one even though the Supreme 
Court may hope it will be. 

As we have said before, the Indian- 
apolis case is novel in that it attaches 
the greatest importance to spot repro- 
duction. Now, even if we allow that a 
plant’s repro- 
duction cost 
may be found 
with any de- 
gree of accu- 
racy, and may 
be admitted as 
evidence, it is 
rather fanciful 
to take all 
prices as of one 
day. for at 
least the plant 
would be be- 
ing built over 
a period of 
(Please turn 
to page 870) 











A Fourteen-Year Period Marked by Unusual 
Influences—Gold Supply the Dominating Factor 


DIAGRAMMATIC 

presentation of the 

course of bond prices 
during the past fourteen 
years resembles nothing 
so much as a letter V 
with ragged sides indi- 
cating the incidental 
swings, of which some 
three or four attain the 
prominence of semi-im- 
portant trends. 

The period under dis- 
cussion began with the 
Times average of forty 
corporation bonds at a level slightly 
above 92. Thence the major movement 
was marked by an irregular decline in 
the price average index to 84 at the 
close of 1914, a recovery to 89% in the 
early part of 1917 and a subsequent 
drastic and sustained decline which, in- 
terrupted only by a temporary recovery 
in the fall of 1918, brought the price 
average down to the record low of 65 
in the summer of 1920. 

This marked the culmination of the 
broad downward trend for the comple- 
tion of which a period of close to eight 
years was required. For a year follow- 
ing the establishment of the low point 
referred to, price movements were ir- 
regular and confused, but following the 
summer dullness of 1921, a major ad- 
vance set in which was destined to re- 
store the average to the approximate 
level occupied at the beginning of the 
period under survey. 

The assumption, naturally, is that if 
it were possible to distinguish and 
weigh the several factors which affected 
the movement of bond prices during 
this period, one could, by analysis of 
these factors as they affect the present 
situation, be possessed of a reasonably 
well founded opinion of the future 
trend. 

Unfortunately for the student; how- 
ever, the war was effective, to a large 
extent, in distorting, suspending or al- 
tering the normal reactions to which 
the course of all securities prices are 
normally subjected by certain indus- 
trial, commercial and economic devel- 
opments. 

The enormous demands upon credit, 
for example, induced by a very rapid 
expansion in many departments of in- 
dustry and aggravated by the competi- 
tion offered by the Government for 
thousands of millions in loans, would 
have been expected to have brought the 


cost of capital to unprecedented heights. 
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HIS analysis of the bond market provides 

the investor with the facts about the 
underlying factors influencing bond prices. 
The conclusion drawn is definite and succinct 
and worthy of consideration by investors. 
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Instead, the monthly average of com- 
mercial paper rates never, during the 
war, touched the 7% level, and only 
during 1920 did it reach the 8% mark. 
On the other hand, due to the very 
causes which created a large portion of 
the credit demands of this period, the 
total stock of money gold in the United 
States advanced with such startling. ra- 
pidity that whereas at the beginning of 
1914 the figure stood at one billion, nine 
hundred million, by the close of 1918 it 
had advanced to more than three bil- 
lion and at the beginning of the cur- 
rent year to more than four and one- 
half billion. 


Stocks of Money Gold 
In the United States 


As of January 1, 1914 to 1927, inclusive 
Unit $1,000,000 


Thus, during the period of actual 
war activities and the credit demands 
incident thereto, capital was always ob- 
tainable and at rates far from the pro- 
hibitive ones to have been expected 
had not the flow of gold begun which 
was eventually to flood the nation. 

Commercial paper, the rates of which 
are commonly accepted as a reliable 
index of the immediate credit situation, 
at the beginning of 1914, had just 
rounded the crest of an eighteen months 
bulge reflecting a period of temporary 
credit stringency, and at 5%, was de- 
clining rapidly to the 3%% mark it 


was to reach in the summer of the same - 


year. Then came the advance, pre- 
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dicated upon purely psy- 
chological considerations 
attending the outbreak of 
hostilities.in Europe. The 
commercial paper rate 
suddenly jumped to more 
than 6%%, thereafter to 
react to less than 3% a 
year later. 

But the heavier de- 
mands for capital were 
still to come. Nineteen- 
fifteen and _nineteen-six- 
teen were years of com- 
paratively cheap money. 
The sharp reaction in bond prices which 
followed the outbreak of war was ef- 
fectively checked and prices recovered, 
t> some extent, perhaps, not only as a 
result of the augmentation of capital 
and the strengthening of the credit 
structure resulting from the increase 
in our gold holdings through favorable 
balance in the trade movement, but 
also of the exportation of foreign capi- 
tal to the safer channels of American 
investments. 

Thereafter the course was changed. 
America entered the war and the peak 
of industrial activity was reached. 
Credit requirements rose, the Govern- 
ment entered the market for funds and 
the gold movement to our shores was 
temporarily checked by the establish- 
ment of huge credits for foreign gov- 
ernment accounts. Again the cost of 
credit advanced, and in a sustained 
swing which began from a level of 4% 
in 1916, the commercial paper rate 
swept to a high of 8% in the middle of 
1920, thereafter to decline irregularly 
to the current level of 33% % with inter- 
mediate swings marked by a low of 
8.9% in 1922, a short swing high of 
5.15% in 1923 and a low of 3.10% in 
1924, 

It is interesting to note the peculiar 
fidelity with which commercial paper 
rates followed the trend of industrial 
activities during this period. The 
“Clearings Index of Business” of the 
Federal Reserve Bank of New York 
began a sharp advance at the begin- 
ning of 1915. Commercial paper rates 
were declining under the influence of 
heavy gold imports with accompanying 
expansion of credit facilities, yet after 
reaching a low of 83% in the fall of 
1915, the rate began to rise. The clear- 
ings index line dropped from 110 to 97 
between the fall of 1918 and the spring 
of 1919; commercial paper rates, again 
a few months behind, declined from 6% 
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a trifle over 5% in the first two 


“Tonths of 1919. The clearings index 


reached its next high in August, 1919, 
and commercial paper rates began to 
advance again in November and reached 
their high of 8% in August, 1920. 

In but three years in the thirteen 
and a half year period from January, 
1914 to the present did gold exports 
exceed imports. Stated in millions of 
dollars, these amounted to 158 in 1914, 
991 in 1919 and 134 in 1925. Against 
these, imports exceeded by 420 in 1915, 
560 in 1916, 180 in 1917, 21 in 1918, 95 
in 1920, 667 in 1921, 238 in 1922, 294 
in 1923, 258 in 1924 and 97 in 1926. 

It becomes clear, therefore, that while 
the unusual credit requirements im- 
posed by the accelerated industrial ac- 
tivities of the war and post-war periods 
and the magnitude of public borrow- 
ings had their noticeable effect upon in- 
terest rates, which is another way of 
saying upon the course of bond prices, 
this effect was largely minimized by 
the more than offsetting increment in 
the store of gold which has established 
acredit foundation, the depths of which 
have not yet been fathomed. This ab- 
normal increase in the country’s gold 
supply has exerted a peculiar effect 
upon ordinarily reliable indices. 

Specifically, industrial activities and 
the movement of gold appear normally 
to exert a profound influence upon the 
credit structure and in years past, the 
trend of these factors has rarely failed 
to be marked by collateral movements 
in bond prices and in the commodity 
price index. 

In 1921, however, a major upswing 
in bond prices began which was prob- 
ably without precedent for its particu- 
lar dependence on one only factor, 
namely, the expansion of credit facili- 
ties through augmentation of the gold 
supply, 

With industry at full blast, the credit 
demands from this quarter seem hardly 
to have made any impression upon the 
supply of loanable funds. And with 
equity securities at record levels, ac- 
companied by unprecedented borrow- 
Ings on security collateral, the depth of 
the credit fount is still unfathomed. 
Neither has the exportation of capital 
in the form of foreign loans been suffi- 
cient to leave a mark on the credit situ- 
ation. 

Contrary to all precedent, therefore, 
with industrial activities and the com- 
modity price index both advancing, 
bonds rose sharply between the fall of 
1923 and the summer of 1926. But 
continuing to advance during the past 
year, the movement in fixed interest 
bearing obligations again finds logical 
basis in the related factors. 

Again a flow of gold ‘inundates our 
shores. An increase of 97 million dol- 
lars in our gold supply in 1926 has 
already been augmented (in the first 
seven months of 1927) by a further net 
Merease close to 150 million dollars. 
And stocks of money gold in the United 
States now stand at the unprecedented 
total of $4,586,000,000. As against this 
crease in the fund of available capi- 
tal, there has been no further increase 
mM industrial credit demands, rather, 

(Please turn to page 884) 
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Bond Buyers’ Guide 


Bonds for Income Primarily 


Times 
Interest 
Prior Earned Current Yield 
Liens on all In- to 
GOVERNMENT ISSUES (Millions) debt Price come Maturity 
seee 99% 
aes 91% 
Dominican Rep. 5%s 6.4 99 
Haiti 6s, 195: aaiee Caars 1004 
Panama 5%s, 1953.... eee ete V\I24e 


RAILROAD ISSUES 


Cuba R. R. Ist 5s, 1952 
Central of Georgia, Ref, 5%s, 1959 
Chicago & West. Ind. Ist Ref. 544s, 1962 
Erie & Jersey, Ist 6s, 1955 
Florida East Coast, Ist Ref. 5s, 1974.(b) 
Great Northern, Gen. ‘‘A’’ 7s, 1936...(b) 
Kan, City Sou,, Ref. & Imp. 5s, ’<°.... 
Mirn., St, P. & Sault, Ist Con. 5s. iy3$. 
Norfolk & Southern, Ist & Ref. 5s, 1961 
Peoria & Pekin Un. Ry., Ist 5's, 1974.. 
Rock Isl., Ark. & La,, Ist 4%s, ’34..(b) 
St. Louis Southwestern, Ist Terminal & 
Unifying 5s, 1952 45.3 


PUBLIC UTILITIES 
Amer. W. W. & Elec., Coll. 5s, 1984. (b) 
Brooklyn City, Ist Con. 5s, 1941 
Hudson & Manh., Ist Ref. 5s, 1957 
Indiana Nat. Gas, Ref, 5s, 1936 
Louisv. Gas & El., Ist Ref. 5s, 1952..(b) 
— Orleans Public Service, Ist Ref. a 
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Pacific Gas & Elec. Gen. & Ref. 5s, 1942 
Public Service of N, J., Sec, 6s, 1944. (a) 
Rochester Gas & El., ‘‘C’’ 544s, 1948. (a) 


INDUSTRIALS 
Bethlehem Steel, P. M., 5s, 1936... 
Brier Hill Steel, Ist 54s, 1942 
International Paper, Ist 5s, 1947 
Morris & Co., Ist 4%s, 1939 
Mortgage Bond, 6s, 1982 
Schulco ‘‘A’’ 6%s, 1 
Sinclair Pipe Line, 5s, 1942 ashe 
U. 8S. Rubber, Ist 5s, 1947 2.6 


Bonds for Appreciation of Principal 
Primarily 
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RAILROADS 
Atlantic & Danville, Ist 4s, 1948 
Central New England, 1st 4s, 1961 
Chicago Gt, Western, Ist 4s, 1959 
Erie, Gen, Lien 4s, 1996 
Mississippi Central, Ist 5s, 1949 
Missouri Pacific, Gen. 4s, 1975 
New Haven, Non-conv. Deb. 4s, 1956.... 
Northern Ohio, Ist 5s, 1945 
Seabwrd Air Line, Ref. 4s, 1 
Texarkana & Ft, Smith, Ist 5%s, 1960.. 
Western Maryland, Ist 4s, 1952 
PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968.... 
Market St. Ry., Ist 7%, 1940 
Montreal Tram., Ist & Ref, 5s, 1941.(a) 
Sierra & San Francisco, Ist 5s, 1949 
Utah Power & Light, Ist 5s, 1944 


INDUSTRIALS 
B, F. Keith, Ist & Gen, 6s, 1946 
Pressed Steel Car, Conv, 5s, 1938 
Walworth Co., Ist ‘‘A’’ 6s, 1946 
Webster Mills, 644s, 1933 
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American Chain, 8. F. 6s, 1983 
American Type Founders, 6s, 1940 
California Petroleum, Conv. 5s, 1939. (a) 
Dodge Bros. Conv. 6s, 1940 

White Sewing Machine, 6s, 1936 


SHORT TERMS 
Cen. of Georgia Ry., Sec. 6s, June 1, ’29 31.1 


Gen, Petroleum, 6%, April 15, 1928 ea 
Sloss-Sheffield P, M, 6s, Aug. 1, 1929... 5 Pf ; 105 
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Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100. 
Earnings are on five-year basis unless shorter basis is only one available, Where bonds are 
assumed, earnings of guarantor company are given, 

Y—Recent earnings about 2.16 times, A—Callable as a whole only. T—Callable at 


gradually lower prices. G—Not callable until 1930 or later. X—Guaranteed by proprietary 
companies. NS—Not segregated. (c) Listed on N. Y. Curb Market. f Without warrants. 

















——RRONNORENEDE ETS ae 























1927 Estimate of Rail Earnings 


Probable Year’s Earnings for 50 Roads 


By J. A. POLLOCK, JR. 





HE possibility of fore- 
casting railroad 
earnings with a rea- 

sonable degree of accuracy 
for one to six months 
ahead has been assigned 
as the reason for these 
shares not going through 
the more extreme stock 
market fluctuations that 
characterize the majority 
of active industrial issues, 
the affairs of which are 
subject to sudden turns 
for the better or worse. 


great. 


H OLDERS of railroad securities will find 
the accompanying set of estimates for 


railway earnings in 1927 of inestimable value. 
While they may vary from the actual results, 
it is not expected that the variation will be 


TE 


first half year was just 
about equal to that in the 
first half of 1926. Net 
ton-miles of freight were 
for all roads 314% above 
the same period of 1996 
while gross revenues, in- 
cluding passenger receipts 
which continued the de. 
cline of recent years, al- 
though in modified form, 
were a shade lower. 
Freight traffic is, of 
course, the more import- 
ant item and may be re- 





This is not wholly correct. 
The true cause would 
seem to be that railroad earnings, even 
under the most favorable combination 
of factors, are scarcely capable of the 
rapid expansion incident to other in- 
dustries, so that a more gradual dis- 
counting of ultimate returns suffices. 
The converse, of course, holds equally 
well in a period of declining profits. 
The industrial security, broadly speak- 
ing, is simply the better speculative 
vehicle, the railroad the better invest- 
ment. 

Rapidly expanding earnings, or new 
hopes of these, are obviously the touch- 
stone to imagination and buying en- 
thusiasm. The lack thereof, except in 
fitful merger reports, explains in large 
measure the failure of the transporta- 
tion shares to more successfully com- 
mand the center of the securities mar- 
kets, particularly at a time like the 
present when rampant speculation un- 
der the pilgrim cloak of common stock 
investing, goes on apace. 

While it is true that the earning 
prospects of the individual carriers can 
be gaged with greater relative accuracy 
than is the case in many other enter- 
prises so that actual results need not, 
save under extreme vicissitudes, fall 
beyond the precincts of a fairly adja- 
cent maximum and minimun, it is also 
the case that, for this very reason, much 
closer estimates are called for. Even 
the margin of a dollar or two in share 
earnings can often make a tremendous 
difference in dividend prospects or 
justification of market price. 

Every railroad management must 
provide itself with as accurate an esti- 
mate of earnings as possible for the 
proper regulation of the budget, if for 
no other. Yet, every president knows 
the difficulty of making the fact fit the 
theory. These executive forecasts are 
frequently marvels of accuracy, but 
also, and not infrequently, fall fairly 
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wide of the market; even though those 
that do the guessing are in control of 
all the facts relative to the year’s pro- 
gram of expenditure, particularly in the 
all-flexible “maintenance” department. 

Lacking this special knowledge, the 
student of railroad earnings must offer 
his predictions with some deference, 
particularly if the field covered is a 
broad one. Notwithstanding, there is the 
satisfaction of knowing that generally, 
if not specifically, the carriers are in- 
clined to charge off more to maintenance 
when earnings are large and less when 
they are bad, so that an element of 
equalization is injected into the picture. 


The Basis of Forecast 


In estimating the earnings of a large 
number of railroads, the use of a set 
formula, in justice to each road, is de- 
sirable. The standard form is that 
which projects the earnings of future 
months upon the actual performance of 
past months. This system only takes 
into allowance the normal variations in 
a road’s business from month to month 
as determined by averaging a period of 
years. Its great drawback is that no 
account is given for a possible change 
in general conditions. If business was 
better than normal in the months just 
past, it assumes that business will con- 
tinue better than normal in the months 
just ahead, or if business was actually 
subnormal, it must be taken hypothetic- 
ally as subnormal. 

At this juncture, the probability of a 
change in the trend of business may 
very properly be brought forward. The 
relatively poor earnings of the carriers 
in June followed by even poorer in July, 
as measured in car loadings and such 
monthly reports as have been published, 
have already opened the question. 

Railroad business, as a whole, in the 


garded as about normal 
i for the six months, as 
‘the annual increment to traffic aver- 
ages about 4%, although it is a subject 
of some debate whether or not the first 
two quarters of 1926 were abnormally 
good, which would then argue the same 
for 1927. 

In any event the single month of 
June cut down the 1927 lead by yield- 
ing a decrease in ton-miles from June, 
1926, of 2%. The declining tendency 
has continued through July and August 
and unless there is a startling reversal, 
should carry into September. 

There is no doubt that this compari- 
son is with months that yielded an un- 
usually heavy traffic last year. For one 
thing, the crops were about two weeks 
ahead in 1926 and are about two weeks 
behind time this year. Nevertheless, 
general business has become more than 
normally dull at this time so that the 
results of the last six months are sub- 
ject to conjecture. 


Not Uniform As to Showing 


The showing made by different sec- 
tions of the country in the January- 
June period was far from uniform. 
Traffic of eastern roads_ increased 
8.5%; of southern roads declined 0.9%, 
and western roads increased 3.9%. 

For the month of June, eastern 
traffic was 2.7%, southern 3.6% and 
western 0.2% below June, 1926. Within 
these large districts the variations were 
naturally much larger. Thus it becomes 
immediately impossible to adapt a sin- 
gle formula to the estimate of what the 
individual roads will earn in the later 
months of the year. 

There is a great variance in the types 
of commodity upon which each carrier 
is dependent and in the different indus- 
tries which affect local prosperity. Be 
ginning with Maine, the Bangor & 
Aroostock finds its principal commodity 
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of transport in potatoes. It is, there- 
fore, directly concerned in the size of 
this crop as well as the price of the 
commodity which reacts upon the pros- 

ity and buying power of the grower. 

New England at large is vitally in- 
terested, among other things, in the 
textile industry which in turn is af- 
fected by the cotton crop and wool 
gather. 

The “hard-coal” roads are, of course, 
principally interested in the demand for 
anthracite and the production as influ- 
enced by strikes, etc. 

The carriers in the Great Lakes 
Region are tremendously | affected by 
the progress of the steel industry and 
the consequent movement of coal and 
ore between the lake ports and the in- 


rior. 

5 the Pocahontas Region the three 
large carriers are solely interested in 
the demand for bituminous coal, gov- 
emed by strikes and manufacturing 
activity elsewhere. 

The South and West are highly in- 
terested in the size and value of the 
various crops, while the roads of each 
smaller region are affected by particu- 
lar developments such as an oil drilling 
campaign in Texas or the demand for 
building material in the Pacific north- 
west. 


General Differences 


Broadly speaking, the traffic of the 
eastern carriers follows more closely 
the general industrial cycle and that of 
the southern and western, agricultural 
prosperity or depression. By all odds, 
the most important commodity is coal, 
which makes up over 30% of the entire 
railroad tonnage, although this may 
vary between only 2% or 3% on some 
of the western lines and 80% on the 
Pocahontas roads. 

No other industry is as much to 
blame for upsetting the normal flow of 
traffic as has been the coal industry, in 
both of its branches during recent 
years, by reason of the frequent shut- 
downs due to labor difficulties. Thus, 
alittle over a year ago, anthracite was 
moving in large quantity to make up 
for the five and a half months’ lock- 
out. In the first quarter of this year 
bituminous coal production was being 
Pushed in anticipation of the April 
strike, following which shipments have 
been greatly diminished. At that time 
Teserve stocks to the extent of 75,000,- 
000 tons had been accumulated and the 
half year started with reserves of over 
60,000,000 tons. At last report, these 
were being reduced at the rate of about 
amillion tons a week only, so that un- 
less there is a revival of manufacturing 
activity, the capacity of the non-union 
Mines in Kentucky and West Virginia, 
as Pocahontas, will scarcely be exceeded 
by the demand in the near future. 

Some time ago the American Railway 
Association published their estimate of 
freight car requirements of shippers in 
Various sections for the third quarter. 
This is arrived at in conjunction with 
the data of Regional Advisory Boards 
and various shippers’ organizations. 

The estimated increase was 4.3% for 

(Please turn to page 887) 
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Estimated Rail Earnings 
for 192” 


Actual Actual 
1925 1926 


Earnings Earnings Earnings 


New England Region— 


Bangor & Aroostock : $ 8.68 $11.00 
Boston & Maine : 1.41 9.50 
5.24 6.00 


Great Lakes Region— 


Buffalo, Roch. & Pitts Rs es 
Delaware & Hudson J 15.50 
Dela., Lack & West i 8.00 
Erie Railroad J i 5.00 
Lehigh Valley d i 6.75 
New York Central 13.75 
N. Y., Chic. & St. L 14.25 
Pere Marquette 14.50 
Pittsburgh & W. Va k A 7.50 
Wabash i 5.50 


Central Eastern Region— 


Baltimore & Ohio 
Central R.R. of N. J 
Chic. & E. Ill. pfd 
Pennsylvania 
Reading 

West. Maryland 
Wheeling & L. E 


Pocahontas Region— 


Chesapeake & Ohio 
Norfolk & Western 
RV MMIMIMIROMEIEN, - avcas)s dass Rawteisainepesie’s sama 


Southern Region— | 


Atlantic C. L i 15.75 
Gulf, Mobile & Nor # 3: 6.75 
Illinois Central 10.25 
Louisville & Nash 15.50 
Nash., Chatt. & St. L 13.00 
Norfolk Southern A a 5.50 
Seaboard A. L : 4.50 
Southern Rwy 15.00 


Northwestern Region— 


Chicago & Nor. West 5 8.50 
Chicago: Gt. West. pfd : z 1.50 
Chic., Milw. & St. P. fix. chgs fd 1.00 


Great Northern 11.00 
Minn. St. P. & S.S.M. pfd 3 13.25 
Northern Pacific Q 8.50 


Central West. Region— 


PS CTIBON Ee Oe oe ts cRiccis wie BR etos s adreare 17.19 
Chic., R. I. & Pac 

Colorado Southern 

Denver & R. G. West. pfd 

Southern Pacific By 
Union Pacific 15.25 
Western Pacific a 1.00 


22.50 
14.75 
11.75 
15.25 


Southwestern Region— 


Kansas City Sou 4.80 4.00 
Mo., Kans. & Texas 3 5.24 5.25 
Missouri Pacific A 6.08 aegis 
St. Louis-‘San Fran i 10.87 (A) 11.75 
St. Louis Southwest ; 8.62 5.50 
Texas Pacific % 7.08 12.50 


(N) Does not allow for increased capitalization. 
(C) Includes dividends from Chesapeake & Ohio subsequently segregated, 








Estimated 
1927 


(N) 


(A) 


(A) Allows for increased capitalization, 
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Wabash Holds Strategic Position 


in Merger 


Road Furnishes Logical Connecting Link for 
Transcontinental System—Ownership a Mystery 


falo in an inverted arch which 

spans the lower plains of Ontario 
and sweeps across the busy industrial 
centers of northern Ohio, Indiana and 
Illinois and into the rich agricultural 
regions of Missouri and Iowa, the lines 
of the Wabash seem not unlike a huge 
insect with thorax resting on St. Louis, 
head on Kansas City, antennez reaching 
upward to Omaha and Des Moines and 
wing tip on Chicago. Northwestward 
from Toledo at the nether end of the 
body, like a disjointed member, the 
lines of the Ann Arbor take in the 
blustering communities of the southern 
Michigan peninsula. 

The “strategic” position of railroads 
has been a talking point, indeed, for 
market writer and market operator, 
but much of the strategy has been laid 
out on the order books of brokers: So 
one must tread lightly on this subject 
lest time-worn planks be roused to 
creaking. In the case of Wabash one 
finds no dearth of material with which 
to rear a structure of possibilities 
around this center of “strategic posi- 
tion,” possibilities which, at this stage, 
have little more than academic value. 


Galo in an westward from Buf- 


Strategic Position 


Professor Ripley clearly saw these 
possibilities and, with a peculiar sense 
of impartiality, proposed to separate 
that portion of the Wabash system 
which lay west of the Missouri River 
from that which lay to the east, os- 
tensibly on the theory. that to incor- 
porate the entire system into that of 
any of the main lines with which it 
now connects would be to give that line 
an overwhelming advantage over its 
competitors. For Wabash happens to 
operate the only through system cross- 
ing the Missouri River and the only 
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By VINCENT A. LONG 


road connecting the agricultural mid- 
dle west with the east which avoids the 
difficulties and delays of the Chicago 
route. For example, freight routed 
from Kansas City to points east of 
Chicago such as Toledo or Buffalo, via 
Wabash, is said to have the time ad- 
vantage of at least one or two days 
over that routed over lines passing 
through the congested Chicago: yards. 

Under the Interstate -Commerce Com- 
mission’s tentative plan: of consolida- 
tion, published late in 1921, the Wabash 
lines east of the Missouri River are 
placed in the “Erie System” in -which 
are grouped the Erie, the New York, 
Lackawanna & Western and the Ulster 
& Delaware, while its western lines 
were allocated to the “Union Pacific- 
Northwestern System” together with 
the Union Pacific, the Chicago, North- 
western and the Chicago, St. Paul, 
Minneapolis & Omaha. 

No one expects these tentative align- 
ments to stand, -hhowever, and railroad 
operators have already taken steps 
which hardly coincide with them, so 
that with the entire question of group- 
ings again “open,” according to the 
popular opinion and attitude, it is 
permissible, perhaps, to consider Wa- 
bash eligible for one of several logical 
alliances. For example, it might fur- 
nish the western outlet for the Dela- 
ware, Lackawanna & Western, which 
the latter road has never sought here- 
tofore since it enjoyed a preferential 
position for the interchange of freight 
with roads which operated west of 
Buffalo exclusively —the Wabash, the 
Grand Trunk and the Nickel Plate. 


Other Possibilities 
On the other hand, the road fits in 


perfectly with the so-called “Loree 
Western System” connecting with the 


lines of the St. Louis-Sout;hwestern at 
St. Louis and forming a continuous 
system from Buffalo to the Texas 
Gulf coast and the southwest. Or 
again, at St. Louis, the Wabash might 
be connected with the western terminus 
of the Missouri Pacific to realize a 
Pacific Coast to Buffalo system the 
links of which would then include the 
Wabash, Missouri Pacific, Denver & 
Rio Grande and Western Pacific. 

Nor does this exhaust the possibili- 
ties. At Toledo, the lines of the Wa- 
bash connect with those of the Wheel- 
ing & Lake Erie, controlled jointly by 
the Baltimore & Ohio and the New 
York Central, at Kansas City with the 
Union Pacific, Missouri Pacific and St. 
Louis & San Francisco and at Omaha 
with the Chicago & Northwestern and 
the Chicago, St. Paul, Minneapolis and 
Omaha. 


Who Owns Wabash? 


Who owns the Wabash? The ques- 
tion is suggested by the sheer possi- 
bilities of interesting developments in 
the matter of consolidation. As indi- 
cated by important holdings of Wabash 
common at the time of the annual 
meeting in 1926, 229,635 of the 665,621 
outstanding shares were held by brok-: 
ers and investment bankers in amounts 
ranging from 1,487 shares to 76,834 
shares, and Dutch interests held an ad- 
ditional 55,000. 

This would indicate that last year 4 
wide ownership existed. It would be 
interesting to know to what extent the 
situation has changed. Market ob- 
servers profess to be mystified by the 
action of Wabash common which, on 
the basis of current earnings, they S@V; 
has been somewhat overvalued. In 
January the stock sold at 40; in July 
it reached a high of 81. Assuredly, if 
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the advance was not justified by actual 
earnings results, the inference is that 
pying has been going on for control 
of the road and the later reaction to 
the seventies indicated the cessation of 
such buying. Similarly, the 899,279 
shares Of 5% non-cumulative profit- 
sharing preferred “A” stock and the 
91,052 shares of 5% convertible pre- 
ferred “B” stock, have shown substan- 
tial market advances, presumably be- 
cause they enjoy voting power with the 
common, although in the case of the 
“4” stock the profit-sharing feature 
has undoubtedly been a consideration 
of some weight among purchasers. 

Wabash was reorganized in 1915, 
and the thoroughness of that operation 
has caused it to be cited in company 
wih Pere Marquette, probably the 
most drastically reorganized road in 
American railroad history. The next 
year, 1916, it gave indications of re- 
sponding to the strong financial dose it 
had received but the war unfortunately 
interrupted and delayed the period of 
restoration. 

Succeeding years, until 1922, were 
por, as were those of so many other 
roads whose normal operations were so 
thoroughly disrupted by war-time 
Government control. In the latter 
year, net earnings available for inter- 
est charges were $4,899,780; in the fol- 
lowing year they jumped to $9,428,652, 
and in 1926 (the road’s record year) 


the figure of $12,534,034 for this item 
was reached. The preferred “A” stock 
is entitled to participate with the com- 
mon stock equally in dividend rate 
after the common has received $5. Last 
year’s earnings, however, although at 
the rate of $11.48 on the preferred “A” 
stock, would have permitted of no ex- 
tra distribution, for the balance after 
dividends on the preferred “B” stock 
was but slightly more than $5 per 
share of common stock outstanding. As 
a matter of fact, the junior equity is- 
sue is still on a non-dividend basis and 
no immediate prospects appear for dis- 
bursements on this class, for 1927, re- 
sults are hardly expected to equal those 
of 1926 and certainly not to exceed 
them. 


Good Capital Structure 


The Wabash capital structure is well 
balanced. Of total capital liabilities of 
$249,519,512, 44% consists of funded 
debt and 56% of capital stock, the per- 
centages making a distinctly favorable 
comparison with most other railroad 
systems. Reflecting the conservative 
nature of its capital structure, approxi- 
mately 7% of its gross revenues were 
required in 1926 to discharge the in- 
terest obligation of the funded debt. 

Aside from rates, which in the case 
of Wabash have been conclusively 
demonstrated to have been inadequate, 
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the development of future earning 
power appears to depend upon a fur- 
ther increase in traffic and decrease in 
operating ratio. Since the reorgani- 
zation of the property, operating reve- 
nues have more than doubled. The 
operating ratio, however, grew from 
66% in 1916, to 98% in 1920 and al- 
though the later tendency has been 
downward, the ratio was 73% in 1926, 
or 7% higher than the 1916 ratio. In 
the matter of traffic, the road’s posi- 
tion is one of natural growth, for not 
only may it be expected to profit from 
the progressive development of the 
great industrial empire of the upper 
Mississippi, but also, because of its 
numerous connecting lines reaching the 
four corners of the continent. 

Traffic of the Wabash is unusually 
well diversified—a natural consequence 
of its position as a connecting link for 
through transcontinental shipments. Its 
lines traverse eight states and the 
province of Ontario in Canada and 
connect, at various points, with half of 
the important railroads of the country, 
hence this broad and well balanced 
diversification as indicated by the ap- 
pended comparative summary. 

While the products of mines made up 
more than one-third of the Wabash 
tonnage carried in 1926, it should be 
noted that, within its classification, this 
traffic was well enough diversified to 

(Please turn to page 883) 











Sault Sté=Ma 


Sidnaw \_ J Isiipemidg, por 
ao 


ee Se 


Pembine 











+ Oe Me lz 
Pelican Lak: 


Halleyburg 
Trout/Lake 


Sndbury ascoieies 
an aa - Rockclifte| 
ma, 
‘Whitefish 
= Lake 1 Cliffe 
Nipissing Pembroke 
‘otia Je. 
2 Golden Lake 


i \t s\ cl o S I 
ippewa Felis MARIN 3 
Eland Oconfoy 


Willmar mi I 
‘ 
eriown Gréolte Fall ee 


Petoskey 


erriam Jee Seb 











~~ 
Winthrop Eau Claire “\ Abbottsford 


Wing M 
Merrilla)~ 


Mareba)) rCTayvease Frederi 
\; ‘ New Ulm Pontgo fer Minkaas * id 
a ie le 


MAvka Fatibault 


and teed P lahat 


'eterbpro 
Manbers 


nd Ra: 





Winon’ oe 
\>watonna Roobester 
chery LEA La Cri 


Marchland 
Sparta 


Waseca 
innebago 


‘alley Jc, 








AS > wa Mh Farge Plroy 

r /Eethervillel ple. eal 

Sy ite stn co Watert 

\ <4 y " 

oe Bary ) C4 Hampto) sian 

Li 7 P 

rity ~~ a Tr Sriwein NQ\Podgeviiie dion 

£90 CPL Soong Acie 
: ! 


\ } neid. Janesville 
nek wAll City Waterloo 
“ys, Gitfo 
‘yrav 


on GoMsie 0 vihe Ovsugu! 
4 erott” GrandVe. FsHhicrowy Offord J A 
87 


Prairie du Chien 


mentees = 
EH 


a 
Ss 


== 
i SS 





Lansing opto 
od 


1o/Cree 
Jack 


Sern 
SS} 
3 
: 
= 


Galena. \) Aza 4 
Freeport 





Savanna e 
\ ‘ickesing Cc Dixon —G ‘Warfeo 
yash 2 \\ ve in - ‘e Rapids’ | 7s 
gk W 
‘} 5 ebster OavenPor: I : CG elit " 
ISLAM ‘Ne ate ark 


Ns 
fy. he 
TtREATDR, ne A { 
Pe rine Y 
Ma, 2; 


tine 
Fairbyry 


oporium 
way 
Oskal - tarwood $y 
jopsa ‘Oll City 

juscatine Bols 
Galesdu: 

M jour! 
Burlia 

Belknap 
Bloomfieia® 


‘wiston 





% 
TS) RO 


Bb!) sburg 


Pekin} 
Altoona 

















Athens Parke: 





veland 
olumbus) Lavrenceds: CINNA TI OBI 


—= — oS a 
the ce 7 3 3 7 % L Versio 
b ”, oe, So 2s Q y 3 wingfon wd 
~ Bempor' Rel >. 
0 a! hy z 5 SSe : ore Titeb isd 


Ig te oville 
Frankfort 


rtemout jallipolis 7 
Ashland 4 
2 ef ‘ " Huntiogburz Hy btington 
on As wh Bagnel 5 i of \ W)sew Any irons "i 
av, fer =e Ne @ VARSYI Qe 
In i s Salem / Bismarck Cherte tear nip 
L Uwebsboro 
I fown fa 
og: iP Vout Central Cy. 
- m : Delt NI 
if } Whliamevitie\: ramen - 
PARKER ENGRAVING © 


Wabash 
Railway 


h inchester 
Burgin exjogton 4 
June. City % 
© 


ef 








SZ de 


° 
. ST. LOUIS ea 
<<a 














for SEPTEMER 10, 1927 








US TRIALS 








Exchange Welcomes New Arrivals 


Both the Corporation and the Investor Benefit from “Big Board” 
Listing—Requirements Assure Availability of Important Information 


York Stock Ex- 

change.” What 
does this mean to the in- 
vestor? Is it merely the 
establishment of a definite 
physical location where a 
“market” is to be main- 
tained in an issue or are 
there reasons of more far- 
reaching importance which 
carry an appeal to pros- 
pective purchasers of an 
issue so labeled? 

Since tbe beginning of 
1927, sixteen new stock 
issues have been listed for 
trading on the world’s 
greatest market place for 
negotiable securities, thus adding to 
the thousand odd issues already identi- 
fied with the activities of this exchange. 
Obviously, if no advantage was to be 
had from placing these issues on the 
“Big Board” as the New York Stock 
Exchange is colloquially referred to in 
the financial district, the corporation 
would save itself the trouble and ex- 
pense incident to the listing of its se- 
curities and the public would attach 
less importance to the question of list- 
ing. 

The fact is that corporations derive 
a very definite benefit from the listing 
of their securities on important stock 
exchanges and, because of its peculiar 
position as the outstanding leader of 
American exchanges and the more than 
usually exacting eligibility require- 
ments, more particularly on the New 
York Stock Exchange. First and fore- 
most, the listing of its securities estab- 
lishes an independent market for the 
eredit of the corporation, a market 
which is established upon the basis of 
definite information regarding the 
company’s activities which it is re- 
quired to furnish at regular stated in- 
tervals and upon the familiarity with 
the company’s affairs in general which 
is soon acquired by the investment 
public with the aid of the financial 
press. 


PT rock on the New 


The Requirements 


But not all corporations may have 
their issues admitted to the New York 
Stock Exchange,afor to have its capital 
securities listed on this exchange the 
corporation must be able satisfactorily 
to meet certain listing requirements 
devised to protect the public against 
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VERY corporation desiring to list its 
securities upon the New York Stock 
Exchange must submit a detailed report cover- 
ing the history, operations and financial con- 
dition of the company. In these listing state- 
ments will be found a veritable mine of infor- 
mation of great use to investors. 


the securities of untried or fraudulent 
enterprises. To be sure, listing on the 
New York Stock Exchange, or any 
exchange for that matter, is not to be 
construed as a guarantee of excellence, 
nor does it assure the investor against 
loss through later adverse developments 
in the corporation’s affairs. What it 
does, however, is to establish and pub- 
lish the record of the corporation at 
the time of the listing of its securities 
and to reflect the opinion of the Ex- 
change officials that the corporation op- 
erates and has operated along legiti- 
mate lines and that there appear no 
indications of fraud in connection with 
the original sale of the security to the 
public. 

As long as the security remains in 
good standing on the list the investor 
has the assurance, too, that it enjoys a 
so-called “free”? market,—that is, its 
fluctuations upon the floor of the ex- 
change are predicated largely upon 
supply and demand and not exclusively 
on artificial manipulation. Where in- 
stances of the latter occur, the Ex- 
change officials are quick to strike the 
offending security from the list if, in- 
deed, it is unsuccessful in preventing 
artificial manipulation in the first place. 

The requirements for the listing of 
stocks on the New York Stock Ex- 
change, as a matter of fact, could safe- 
ly be used as a guide in the selection 
of all stock investments, whether listed 
or not. It is required that every ap- 
plication for original listing of capital 
stock shall recite certain information 
which definitely establishes the cor- 
poration’s record and financial posi- 
tion. It must state where the com- 
pany was incorporated, the date and 
duration of its charter, the nature of 
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the business in which it js 
engaged and the special 
rights or privileges it en- 
joys under its charter or 
by-laws. Regarding the 
stock, it must state the 
authorized amount of the 
issue, the number of 
shares issued or to be is- 
sued, whether the stock is 
full paid, whether it is 
non-assessable and _ whe- 
ther liability attaches to 
the shareholder. It must 
describe all the capital is- 
sues of the corporation, 
stating the authorized and 
outstanding amount of 
each issue, increases and 
the authority therefor (whether by ac- 
tion of the stockholders, by the direc- 
tors or by public authority), the 
amounts of each class of stock unissued 
and any options or contracts on the 
same, the exact position of each issue 
with respect to its claims against net 
assets in case of liquidation or merger, 
their voting powers, the respective po- 
sition of their claim on earnings and 
their dividend records. 

The petitioner must then state the 
exact nature and conditions of all mort- 
gage claims against the corporation 
and present a tabulation of all other 
liabilities, guarantees, leases and other 
agreements and easements. It must 
describe the corporation’s properties, 
specifically tabulating such property as 
owned in fee, controlled or leased and 
by classification such as land, build- 
ings, equipment, mineral or timber 
rights, franchises, etc. As applying to 
the property so described it must make 
a definite statement of its depreciation 
policy. 

With respect to operations, the ap- 
plication must state the character and 
amount of annual output for the pre- 
ceding five years, the estimated output 
for the current year and the number of 
employes. 


Pa Mectectectectos™ 


Valuable Information 


The requirements affecting financial 
information are particularly interest- 
ing. They include, earnings for the 
preceding five years, if available; in- 
come and surplus account of recent 
date for at least two years, if available; 
balance sheets of the same and similar 
accountines for predecessor, subsidiary 

(Please turn to page 895) 
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California Packing Corp. 
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And therein lies the ex- 
planation for California 
Packing’s apparent fur- 
ther fall from grace. 
Indications of a rela- 
tively poor showing this 
year follows from the 
glut of canned goods 
produced in 1926. On 
the Pacific Coast, for ex- 
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ample, the pack reached 
record proportions at 
13:65 million cases com- 








N the furor attending the near 
“merger” of California Packing 
with Postum Cereal in early 1926, 

the former stock was jarred from its 
long standing, staid investment status 
and, from a market standpoint, as- 
sumed the characteristics of a real 
speculative favorite. When the deal 
was called off by the tentative pur- 
chaser, Postum Cereal, for: reasons 
which are not publicly known, Cali- 
fornia Packing shares naturally suf- 
fered a severe relapse and the specula- 
tive fraternity promptly deserted them. 

This event, undoubtedly, tended to 
discourage investment followers of the 
stock for a time since the sky-rocketing 
that had taken place manifestly car- 
ried it well above a market level which 
could be justified unless Postum’s offer 
of $185 a share (for the old stock) had 
materialized. Since then it has gradu- 
ally drifted downward to current 
levels, equivalent to roughly $120. 

A 100% stock dividend ameliorated 
some of the disappointment which 
holders must have felt over miscar- 
riage of the proposed consolidation, 
however. This step and the preceding 
increase in dividend payments to $8 a 
share on the old common gave definite 
recognition to the years of successful 
up-building that had gone before and 
which have made the company the 
strongest and most important factor in 
its sphere. 


Dividends and Earnings 


Cash payments on the new shares 
have been maintained at the same rate 
as on the old, that is, at $4 a share. In 
the twelve months ended February 28, 
1927, this payment was earned by a 
margin of $1.17 but is doubtful that 
results in the current fiscal period will 
approach anything like this showing. 


852 


pared with 9.20 millions 
in 1925, and in consequence of like 
over-production elsewhere, vegetable 
and fruit canning companies were 
faced with an unwieldy carry-over. 
Attendant low prices and small or non- 
existent profit margins well nigh 
pushed some of California Packing’s 
rivals to the wall. The former, how- 
ever, has always enjoyed an entirely 
competent and conservative manage- 
ment. In its brief eleven year history, 
dividend payments have approached 
the ultra-conservative. Accordingly, 
the somewhat irregular but none the 
less consistent expansion in earnings 
has produced a decidedly strong finan- 
cial structure, enabling the company 
to weather this storm while its con- 
temporaries were getting into difficul- 
ties. 

Diversification of output has also 
contributed its share to the relative 
stability of earning power. In addi- 
tion to its domination of the dried 
fruit packing and distributing busi- 


ness, California Packing is a leading’ 


factor in the vegetable and fish pack- 
ing and canning industries. 

While the exceptional carry-over and 
production of fruits and vegetables 
last year was reflected in the company’s 
financial position and will probably 
make its influence felt in earnings for 
the 1928 fiscal year, the situation is 
not without redeeming features. True, 
bank loans at the close of Ir:‘ Febru- 
ary stood at 12.4 million dsllars and 
inventory account reached a like un- 
precedented total of 19 millions. Ow- 
ing to the burdens imposed in handling 
the season’s record crops, the company 
was unable to follow its practice of 
recent years and liquidate floating in- 
debtedness before the close of the fiscal 
year in February, 1927. 

This difficulty has evidently been 
remedied, however, to a large degree 


Passing Depression in Canned Goods 
Industry Creates Interesting Situation 


By LORING DANA, JR. 


inasmueh as the former item has since 
been cut down approximately three. 
fourths and the latter between 60% 
and 70%. Though, by setting lower 
prices for certain lines this year, the 
company’s per unit profits may be 
smaller, it is felt that canned goods 
can be moved into consumption more 
rapidly, thus relieving the aggravated 
inventory position of the industry. 
There is also the possibility that relief 
thus obtained will admit restoration of 
equable prices later in the year. 

Further gains in gross business have 
also doubtless contributed to the im- 
provement of the inventory position, 
for though the company turned over a 
record volume of sales in the 1927 fiscal 
year, an even greater total of canned 
goods has been handled thus far in the 
current period. Some of this expansion, 
of course, may be accounted for by 
other than crop conditions. That is to 
say, it is evidently based, to some ex- 
tent at least, upon enlarged productive 
and distributive facilities. 


Investment Rating 


It is pertinent to observe, in this 
connection, that California Packing’s 
accession to rank among _ investment 
stocks rests in no small measure upon 
its policy of broadening the market for 
its brands through extensive advertis- 
ing. This policy has proven so effec- 
tive, indeed, that to maintain the advan- 
tage of a steadily growing good-will 
and supply the demand thus created, it 
has been forced to increase packing and 
handling facilities. Desired expansion 
has been accomplished primarily 
through the acquisition of strategically 
situated properties but also by additions 
to already established plants. 

Hence, for the investor blessed with a 
little patience and ability to recognize 
opportunities presented by factors that 
are likely to prove temporarily rather 
than permanently depressing. the un- 
usual conditions existing in the canned 
goods industry would aprear more 4 
boon than otherwise. In other words, 
California Packing’s decline to prevail- 
ing levels around 63 restores the stock 
to the now rather limited list of de- 
sirable and attractive semi-investment 
issues. In addition to the current 
6.3% yield, which is above the average, 
there is also reasonable room for price 
appreciation as the industry re‘urns fo 
normal. 
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Julius Kayser & Co. 


Silk Company’s Return to Form 


Financial Structure Improved by Capital 
Changes—Regaining Former Earning Power 


By DOUGLAS SMITH 


by Julius Kayser in November, 

1925, might, in some respects, be 
looked upon as a milestone in the com- 
pany’s history. This action, on the one 
hand, marked the passing of a period 
of uncertainty for silk manufacturers 
generally. And in the case of Kayser, 
it also fulfilled long deferred hopes of 
junior shareholders since it terminated 
years of patient waiting following re- 
capitalization of the company in March, 
1922. The five-year term encompassed 
between these dates was one in which 
much conjecture resulted from the fact 
that no dividends were paid on the new 
common shares, although but one 
twelve-month, 1924, of the lot proved 
unprofitable. This last mentioned year, 
one in which the entire silk trade was 
thrown into chaos by the Japanese 
earthquake, was the first to bring a 
profit and loss deficit to the company 
since organization in its present form. 


R by. Jutios. x of common dividend 


Exports a Factor 


The predecessor corporation fell heir 
to a business founded in 1880, estab- 
lished to manufacture and sell silk, 
woolen and fabric gloves, silk and knit 
hosiery, and silk and cotton ribbed un- 
derwear. By reason of a long and suc- 
cessful career in this field, the “Kayser” 
trade name has attained wide popular- 
ity and the enterprise now is ranked as 
one of the world’s three largest dis- 
tributors of ladies’ full fashioned hos- 
lery. Export trade evidently is a con- 
siderable factor in the business as may 
be inferred from the fact that, in addi- 
tion to the company’s eight American 
and one Canadian plants, it controls 
the Kayser Textile Gessellschaft, a Ger- 
man subsidiary formed in 1922 to fur- 
ther distribution of Kayser brands in 
that country. 

Dividends on the old common stock 
were inaugurated in 1912, in the year 
following formation of the present cor- 
porate entity. Payments, beginning at 
the rate of $3 a share, gradually in- 
creased year by year until a maximum 
of $9 was reached in 1918. During the 
hext three years an annual dividend of 
$8 was paid. The favorable nature of 
this record and the entirely satisfactory 
earnings of these years is worthy of 
mention as an index of the consistent 
earning capacity of the company. 

Unfor tunately, comparison of recent 
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for each four shares of 
old $100 par value com- 
mon. 

Net earnings available for the new 
junior shares were $11.80 in 1923 and 
$10.25 the following year. Their fail- 
ure to receive dividend consideration 
after recapitalization, therefore, natu- 
rally excited comment. In the light of 
subsequent developments, however, it 
was probably fortunate that no action 
had been taken, for the silk industry 
encountered troublous times during 
1924 and the latter part of 1923. 


The Turn in Earnings 


The turn came in 1925 as evidenced 
by earnings of $5.58 ashare for Kayser 
common in the fiscal year ended Au- 
gust 31. By withholding payments un- 
til 1926, the company was able to main- 
tain net working capital at a minimum 
of 9.72 million dollars over this period, 
a figure more than double that shown 
at the close of August, 1920. Further 
gradual improvement in earnings was 
reflected in the showing of $6.73 a 
share for the common stock in the year 
ended last June. Though somewhat 
lower in amount, working capital ac- 
count was also improved by elimination 
of all floating debt, marked reduction 
of inventories and a strengthened cash 
position. 

A second revision of capitalization 
occurred this year, tending to enhance 
the earning capacity of the junior 
shares. Thus, 10,000 shares of special 
$50 par value preferred and 70,000 
shares of no par preferred were author- 
ized together with 500,000 shares of no 
par common. An issue of 7 millions 
514% debentures was authorized at the 
same time. The _ special preferred 
shares are issuable to officers and em- 
ployees only, while, to date, none of 
the other preferred stock is outstand- 
ing. 





Proceeds of the 544% debentures and 
additional funds realized from the sale 
of new common to shareholders at $50 
a share provided funds with which the 
company retired all its old $8 preferred 
stock and 3.01 millions of 7% first 
mortgage bonds. These debentures are 
convertible into common stock on or 
before May 1, 1932, on a sliding scale, 
at $62.50 a share prior to May 1, 1929, 
$65 on or before May 1, 1930, $67.50 if 
converted on or before May 1, 1931, and 
at $70 a share on or before May 1, 
1932. Though they are callable at 105 
up to and including March 1, 1928, and 
at a decreasing premium thereafter, it 
is provided that holders may exercise 
the right of conversion up to 30 days 
before such redemption. 

The debentures, accordingly, possess 
good speculative possibilities, aside from 
their merit as an out and out invest- 
ment. To some extent, their current 
market price around 108 is influenced 
by the proximity of the common stock’s 
market quotation to the prevailing con- 
version price. Nevertheless, the yield 
of 5.35% to maturity in 1947 is still 
generous enough to make the issue a 
desirable holding for income, aside from 
its attractiveness as a call upon the 
junior shares. Though not secured by 
mortgage, the issue is amply protected 
by restrictive provisions and consti- 
tutes Kayser’s sole funded debt, aside 
from $66,400 underlying mortgages. 

The latter, presently selling around 
58, affords a net return of 6.89% on 
the basis of the $4 dividend now being 
paid. This in itself is a fairly liberal 
yield for an issue having Kayser’s fav- 
orable background. Moreover, it does 
not. annear that the market for the 
stock has, as yet, fully taken into ac- 
count the recovery in earning power 
nor improvement in Kayser’s prospects 
and financial structure. 
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An Ace Among Rubber Stocks 
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the steady rise of motor 
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output. 

In the case of Good- 
rich, however, this 
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N substantially every industry there 
l is one company that holds a position 
of acknowledged supremacy. This 
superiority may be due to better than 
average management, natural advan- 
tages in respect to location of plants, 
control of a monopoly, or other causes. 
Whatever its basis, stocks of such con- 
cerns are obviously the most desirable 
to hold for investment, if the industry 
be one possessing stable characteristics, 
and the least uncertain vehicles of spec- 
ulation if the business is one that is 
subject to erratic cyclical fluctuations. 
Goodrich, in the variable tire indus- 
try, seems fairly entitled to regard as 
the “ace” in its group. Despite the 
vicissitudes of rubber companies during 
the past decade, Goodrich has made a 
consistently better showing than the 
other leading listed issues. Though it 
has been forced to assume the same in- 
ventory losses that have staggered all 
manufacturers on several occasions and 
has had to bear its share of poor busi- 
ness, the company’s record is unique in 
many respects. 

At present, it is the only one of the 
large rubber stocks on the Big Board 
that has been able to pay dividends to 
junior shareholders since the parlous 
days of 1921. It has neither suffered 
nor been remotely threatened with a 
suspicion of real financial difficulties. 
Notwithstanding the great ups and 
downs of the industry, there is evident 
in the annual reports of the company a 
persistent, progressive expansion. 

True, if we ignore the abnormal 
years prior to 1£21, when inflated com- 
modity prices produced exceptionally 
large dollar sales volume, there is an- 
parent in the showine of all larger rnb- 
ber companies a marked secular expan- 
sion in gross business. Such a result, 
obviously, is to be expected in view of 
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tion under pressure 
during the trying atmos- 
phere of deflation six years ago. But 
neither of the two principal rivals has 
been able to show the same resiliency 
under stress or rapid response to even 
moderate improvement in trade condi- 
tions which is so characteristic of the 
company under review. 

Diversification of activities would 
searcely serve to account for Goodrich’s 
demonstrated ability to accomplish the 
exceptional, for though footwear and 
mechanical rubber products account for 
a substantial share of earnings, the 
other leading manufacturers are simi- 
larly situated. The company’s faculty 
for showing a clean pair of heels to 
competitors, despite the handicaps un- 
der which all are now operating, must 
be attributed to other factors. 

Extensive advertising and sales cam- 
paigns promoting “Silvertown” tires 
and “Zipper” footwear have undoubt- 
edly tended to increase the popularity 
of Goodrich lines. Inereased sales vol- 
ume on this account would not wholly 
explain the marked recovery in this 
year’s profits, however, since tire prices 
are still at the lowest level in many 
years. Superior earning capacity 
could more logically be attributed to 
reduction of overhead costs through 
intensive utilization of labor eliminat- 
ing machines and the gradual enlarge- 
ment of distributing and warehouse 
facilities. But in the final analysis, it 
may be concluded that an exceptionally 
resourceful management is the real un- 
derlying cause of the company’s un- 
usual record. 

At any rate, Goodrich made a re- 
markably good showing in the first six 
months of the year, during a period 
when tire manufacturers were common- 
ly supposed to be operating under diffi- 
culties. Net earnings of $7.58 a share 
for the junior stock compare not un- 


Company’s Remarkable Earnings for First 


Tribute to Management 


By LORING DANA, JR. 


favorably with $9.85 realized in the 
first half of 1925, at a time when tire 
prices were substantially higher and 
competition less onerous. 

Should Goodrich run true to form, 
and there is no visible reason at present 
to assume it will not, earnings for the 
current twelve months should approach 
the best of post-deflation years. Losses 
arising from a_sky-rocketing crude 
rubber market and consistently declin- 
ing tire prices last year were apparent- 
ly absorbed by the 5 million dollar re- 
serves set up in 1924 and 1925. Ac- 
cordingly, Goodrich seems better situ- 
ated to derive benefit from the present 
comparative stability and low cost of 
rubber than some contemporary manu- 
facturers that have not yet wholly 
worked off inflated inventories. 

There is also some possibility that 
an upward revision in tire quotations 
may be made in the not too distant 
future, based upon the advance in cot- 
ton fabric which, with rubber, forms 
the major item in material costs. 


Even though there should be no up- 
ward revision, the first half-year earn- 
ings, combined with prospects for an 
equally good if not better showing in 
the second six months, form a suff- 
ciently solid speculative background for 
the shares, which prevailing prices 
around 69 do not seem to have dis- 
counted. With profits in the first six 
months of the year almost double the 
current annual dividend of $4 a share, 
there is also a reasonable possibility of 
extras or an increase in the regular 
rate. 

Expectations on this last named ac- 
count, though, must be tempered with 
a little moderation. Working capital 
at 53.61 million dollars as of June 30, 
1927, stood only 3.1 millions under the 
highest since 1920, but the company 
still has 10 millions of short term notes 
outstanding. These were issued last 
year to carry inventories over the criti- 
eal, high cost, rubber period. Their 
amount was originally 15 million dol- 
lars, the first maturity having been met 
last January. The second 5 million 
dollar installment falls due January 
15, 1928, and the last in 1929. To some 
degree, therefore, this temporary funded 
indebtedness acts as a bar to a too lib- 
eral common dividend policy. At the 
same time, it does not prevent the mar- 
ket from giving greater recognition to 
the attractive possibilities contained in 
the Goodrich situation. 
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What’s Ahead for Sugar? 


Two 


Typically 


Contrasting 


Views on the Present Outlook 


The Pros 


UST about a year ago the curve of raw sugar prices 
J iccon an ascent which had been eagerly looked for by 

producers and their investor following for more than a 
year. With the continued advance to the highest price in 
two years, which obtained during January, 1927, it ap- 
peared as though the industry was once more safely on 
the upgrade. 

It was fully realized in sugar markets that world pro- 
duction was assuming large proportions as European coun- 
tries made steady progress in resuming their pre-war beet 
production, and as the excesses of 1925-26 forced Cuba to 
restrict her outturn to 4.5 million tons and postpone the 
opening of the grinding season a full month. At the same 
time, however, it seemed equally apparent that growing 
consumption was potentially able to absorb the world’s 
increase. Nor was this based entirely on the tremendous 
growth in per capita consumption in the United States. 
The low level of sugar prices during 1925 enabled many of 
the countries, heretofore only very moderate sugar buyers 
through force of economic necessity, to cultivate a sweet 
tooth. 

When the Cuban grinding season was well under way 
this year, prices showed the easiness characteristic of the 
spring season. Unfortunately, however, they failed to 
make the usual summer recovery. Two factors were re- 
sponsible: weather conditions were distinctly unfavorable. 
Generally low temperature not only in the United States 
but in many points on the Continent restrained demand and 
caused a marked falling off in European buying in the 
Cuban market. Secondly, favorable reports of Far East- 
em crops and the prospect of very large European beet 
production exerted tremendous psychological effect in re- 
stricting domestic purchasing. Hence prices during July 
and most of August were back to the levels at which it is 
dificult for all but low cost producers to enjoy really 
profitable operation. 

The question then naturally arises as to whether the im- 
provement in earning position of sugar companies which 
has taken place during the past twelve months is to be 
lost in a prolonged period of low prices. Let us examine 
the facts as they are at the moment. 

The Javanese crop is estimated to exceed that of last 
year by about 300,000 tons; but the beet crop of Europe, 
despite increased acreage sown, is not only late but dis- 
tinctly less promising than a month ago. Barring an early 
frost in the American beet states (which is more than a 


(Please turn to page 856) 





Five Sound Sugar Stocks 


The Cons 


NLESS the current price of futures gives a poor idea 

of prices to be received for the coming crop, the 

sugar producers of Cuba are facing their third con- 
secutive bad year. Practically all of the leading companies 
operating on the Island have been forced to discontinue 
dividends on their common shares, and some of them have 
accumulated unwieldy bank debts which it is practically 
impossible to fund even in an easy money market. Sugar 
shares have been out of favor in the New York market for 
nearly two years. What is wrong? Why does not the 
law of supply and demand operate to bring prices up to 
a more profitable level? 

To answer this question we must go back to conditions 
which prevailed before the war. About half the world’s 
sugar supply was coming from beets, and the greater part 
of the world’s beet sugar was being produced on the Con- 
tinent of Europe. Cuba was turning out around 2,600,000 
tons a year. Big business was only moderately active in 
the producing business. Soon after the beginning of hos- 
tilities it became evident that a sugar shortage would re- 
sult from the greatly curtailed output of France, Central 
Europe and Russia. The cane sugar producing countries 
at first were slow to step up their outturns in response to 
the increased demands upon them. Prices mounted to 
levels for which the planter never before even had hoped. 
Capitalists, at last seeing the opportunity, invested mil- 
lions in the cane sugar business. The shortage and high 
prices continued; initial investments paid mounting divi- 
dends; more capital was attracted; more sugar centrals 
were built; more plantations were put into cane; and soon 
Cuba found itself with a potential output of nearly 5,500,- 
000 tons per annum, an increase of approximately 112% 
in ten years. 

The War Aftermath 


Then came the aftermath. During the period in which 
Cuba was developing this additional production there was 
a genuine shortage of sugar. Prices were prohibitively 
high in some of the backward nations of Europe even in 
the years directly after the war, and rich America for 
almost two years went short of sweets. There was a great 
agitation all over the continent to develop an independent 
sugar supply. In order to restore the beet sugar industry, 
tariff barrier were raised everywhere. Gradually beet 
sugar began to come back into its own. The world’s out- 
put of beet sugar, which had dropped from 8,875,000 tons 
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WHAT’S AHEAD FOR SUGAR? 
(Continued from page 855) 


The Pros 


possibility in this year of freakish 
weather) domestic beet sugar is esti- 
mated to be of 5-10% larger outturn 
than last year, but Louisiana Cane is 
not expected to exceed 75,000 tons. 
Turning to the critical focus of in- 
vestor interest we find the statistical 
position of Cuba more _ favorable 
than her markets indicate. Total 
stocks on the Island amount to only 
1,571,000 tons as opposed to 1,760 
000 at the same time last year. If ex- 
ports continue at a similar rate as in 
the latter part of 1926 these stocks will 
be exhausted, except for the immediate 
needs of Cuban consumption, by the 
year end. And in view of the recent 
interest of European buyers, the late- 
ness and poorer prospects of Conti- 
nental crops, the moderate stocks in 
this country in the hands of refiners and 
consumers at the outset of the season 
of heaviest consumption, this does not 
seem too much to expect. 

In short it would appear that sugar 
markets have been depressed beyond 
the limits warranted by the statistical 
position of the commodity. With a 
growing confidence in this situation by 
large consuming interests a rise in 
price, carrying with it a betterment in 
earning position of sugar companies, is 
well within the range of probability in 
coming months. 


WHATS AHEAD FOR SUGAR? 
(Continued from page 855) 











The Cons 


in 1913-1914 to considerably less than 
half as much during the war, recov- 
ered to 5,202,000 tons in 1922-1923, to 
5,861,000 tons in 1923-1924, to 8,087,000 
in 1924-1925, to 8,321,000 in 1925-1926, 
and in the coming year it may rise to 
well above the 1913-1914 level. 

In the meantime, new cane fields 
have grown to maturity in Cuba, Java, 
Porto Rico, Hawaii and other less im- 
portant countries. The world’s cane 
sugar output in the current year 
(1926-1927) will be about 15,674,000 
tons in spite of crop restrictions. In 
1925-1926 it was 16,224,000 tons, an 
increase of 65% over 1913-1914. Al- 
most every beet sugar producing coun- 
try is shutting out cheaper cane sugar 
by prohibitive protective tariffs. No 
wonder the cane producer is having a 
hard time of it, for world consumption 
has not grown apace. 

It is exceedingly difficult to correct 
this over-developed situation by crop 
restrictions. The beet sugar countries 
increase production just about as fast 
as Cuba can effect artificial limitations, 
and the other cane producing countries 

(Please turn to page 898) 
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Preferred Stock Guide 


These stocks are selected as offering best opportunities in their re. 
spective classes taking into consideration assets, earnings and finan- 
cial condition of the companies represented. 


For Income 
HIGH GRADE INVESTMENTS 


Div. Times 
Earned— 
$ per Share 5-Yr. Av’ 


Div. Rate 

RAILROADS 
Baltimore & Ohio 
Chicago & Northwestern N 6.2 
a egy & Southern Ist 8.9 
, Chicago & St. Louis.... F3.7 


PUBLIC UTILITIES 


Columbia Gas & Electric 
North American 
Philadelphia Company 
Public Service New Jersey 


7.8 


INDUSTRIALS 


American Smelting & Ref. 
American Steel Foundries 


Baldwin Locomotive . 
Brown Shoe 
Endicott Johnson 
General Motors 


& oo 20 wh WP CO AT Co 
RDBOSOOF COMPO 


to hie 


§ 5-Yr. Price Range 


High Low 
73 
126 


Redeem- 


Recent 
able i 


Price 


r’ge eg 


PRAMRAA AHH 
Coeqenwro-tS 


125 125 


For Income and Profit 
SOUND INVESTMENTS 


RAILROADS 


Colorado & Southern 2nd 
Kansas City Southern 
Pere Marquette Prior 
St. Louis-San Francisco 
St. Louis Southwestern 


PUBLIC UTILITIES 


Brooklyn-Manhattan Transit ... 
Continental Gas & Elec 
Engineers Public Service 
Federal Light & Traction 
Kansas City Pr. & Lt 

Hudson & Manhattan R. R. Conv. 
West Penn Electric 

Standard Gas & Elec 


INDUSTRIALS 


American Cyanamid 
American Metal Co., Ltd... 
American Sugar Refining... 


Bethlehem Steel Corp 
Bush Terminal Buildings 
Central Alloy Steel 
Cuban American Sugar 
Deere & Co. 

Devoe & Raynolds Ist......... F 
Genl, American Tank Car 
Gimbel Brothers 
Goodrich (B,. F.) Co 
International Silver 

Reid Ice Crea 

U. 8. Cast Iren Pipe 

U. 8. Industrial Alcohol 
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RAILROADS 


Gulf, Mobile & Northern 
Wabash ‘‘A’”’ 


PUBLIC UTILITIES 
Electric Power & Light 


INDUSTRIALS 


Bush Terminal Debentures 
Consolidated Cigar 

*Goodyear Tire & Rubber 
Goodyear Tire & Rubber w.i.... 
International Paper 
Mid-Continent Petroleurn . 
Orpheum Circuit Conv 

Radio Corp. of America... 
ay States Rubber 

Universal Pictures Ist 


+ Cumulative up to 5%. 
X—Price range 1926. 
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110 
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115 
110 
115 
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No 
110 


= 
= 


PASM MBAIVQW®. DAH 
Seenwow: Oma 


H—Three years. 
§ 1922-1926. C—Cumulative, N—Non-cumulative. 


* To be exchanged for new 7% preferred on basis of one old for 1% shares new stock. 
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The Eaton Axle & Spring Co. 





A Rapidly-Strengthening Auto- 
Equipment Manufacturer 


Improved Operating Efficiency and Larger Business Volume Con- 
tribute to Substantial Increase in Earnings—Stock Outlook 


yield in a mar- 
ket where high 
yields, except in the 
ultra - speculative 
group, are a rarity, 
the capital stock of 
the Eaton Axle & 
Spring Company has 
recently become in- 
creasingly active and 
gives the appearance 
of being destined to- 
ward higher levels. 
The company is the 
outgrowth of the old 


(Jia in a good 


By JOHN R. MARSHALL 


The Eaton Axle & Spring Co. 
June 30, 1927 


ASSETS 


CURRENT ASSETS: 


Cash on hand and on deposit 
U. 8. Liberty Bonds 

Notes receivable 

Accounts receivable, less reserve 
Inventories, less reserve 


INVESTMENT IN AFFILIATED COMPANY: 
*Eaton Spring Corporation 
PROPERTIES: 


$609,575 
298,815 
43,656 
133,136 
1,901,338 


equivalent to $4.00 per 
share, or twice the 
current dividend rate 
of the parent company 
and would contrast 
with shown earnings 
per share of $3.85 last 
year and $2.70 the 
year before. 


Business Scope 
Widening 
$3,586,622 
Manifestly, the vig- 
orous up-turn in 
Eaton’s earnings could 
not have been entirely 


860,235 


Torbensen Axle busi- 
ness formed some six- 
ten years ago; but 
in the course of its 
career and particular- 


4,785,671 
605,394 


Land, buildings, machinery, etc, ...........eeeeeeee 
Less reserve for depreciation 4,180,278 
$266,928 

89,502 


266,928 
89,502 


PATENTS 


PREPAID INSURANCE & SUNDRY DEFERRED ITEMS 


derived from in- 
creased efficiency, al- 
though management 
skill has been an out- 
standing factor so 


ly in comparatively 
reeent months the in- 
dustrial structure of 
the organization has 
ben materially al- 
tered; and while it 
has occupied a definite 
and leading place in 
its field for a con- 
siderable period, it 
appears now to be 
just about beginning 
to develop its poten- 
tial capacities. 
The Eaton Spring 
Corporation’s acquisi- 
tion of the Beans 
Spring Corporation 
about two years ago 
and material improve- 
ments since effected 
mn the operating efficiency of the ac- 
quired unit, as well as of existing facili- 
es, seems to have accounted largely 
for the improved earnings now being 
secured by the organization. Actual 
extent of the improvement is indicated 
official earnings results supplied this 


writer which may be briefed as fol- 
ows: 


CAPITAL: 


Improvement in Earnings of Eaton 
Spring Corporation 


The Spring business of the parent 
‘ompany—-conducted through the Eaton 
Spring Corporation, whose entire com- 
mon stock it owns—showed a profit of 
$112,074 in the first six months of 1927, 


for SEPTEMER 10, 1927 


RESERVES: 
For compensation, insurance, etc, ..........seeeeees 


TOTAL ASSETS 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable 
Accrued payrolls 
Accrued taxes, etc. 
Federal income taxes 
Dividends payable 


Capital stock and surplus. 


TOTAL LIABILITIES AND NET WORTH 


* Represented by entire outstanding common stock. 





and in the current (third quarter) it 
is expected to produce better than $75,- 
000 or at the rate of $300,000 yearly. 
A net profit for the full year of $250,- 
000 for this corporation is considered a 
sound probability. 

The parent company in the first 
seven months of the current year 
earned $633,000 and a profit of $850,000 
-$900,000 for the full year is forecast 
by those in close touch with the trend. 

On the above basis, the combined net 
income for the current year allowing 
$120,000 for the Spring Corporation’s 
preferred dividend, should be not less 
than $1,000;000, as against $962,054 in 
1926; $674,687 in 1925, and $195,451 in 
1924. This 1927 balance would be 


$90,027 


far. As a matter of 
fact, the company’s 
business is evidently 
in process of growth, 
and it is today prob- 
ably a much larger 
factor in its branch 
of the automotive- 
equipment field than 
is generally realized. 

Included among its 
customers now are 
nearly all of the 
largest units in the 
automotive field, in- 
cluding Hudson, 
Dodge, Cadillac (Gen- 
eral Motors), White 
Overland, Studebaker, 
Franklin, Paige, 
Marmon, Republic, Pierce Arrow, and 
International Harvester. 

The presence of these names in the 
customers’ lists of the company, inci- 
dentally, is confirmation of the belief, 
more and more widely entertained, that 
equipment manufacturers are regain- 
ing their prestige in the passenger car 
and motor truck field, their larger 
business volume and specialized activi- 
ties permitting of greater commercial 
efficiency than the average individual 
car manufacturing unit could attain. 

The Eaton Axle & Spring Company 
today does about one-third of the total 
available spring business in this coun- 
try and is, by a considerable margin, 

(Please turn to page 886) 
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$771,228 


90,027 


8,122,209 


$8,983,464 
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The Financial Standing of Famous 


Men 


‘akan lL is not an accident that men you admire, 
prea. whether professional men or engaged in 
mem business, are invariably individuals of 
Lamy means and substance. Write out a list of 
a the names of twenty men or women who 
Baa8 hold the admiration and esteem of the 
community. Then place a check against the names 
of those who by personal knowledge or reputation 
you believe to be comfortably situated financially. 
You probably will find that the great majority, if 
indeed not all, who are noted for their accomplish- 
ments, their culture or their learning, are men or 
women who have the advantages that usually go 
hand in hand with a comfortable financial status. 

And it is by no means an accident that the 
notables of the community are those who also have 
material wealth. Neither is it an invariable rule, 
but the evidence that even an amateur investigator 
into this phase of social activity may gather to- 
gether is more than likely to strongly suggest that 
fame of accomplishment goes hand in hand with 
financial standing. And not without good reason. 

Invested capital at the beck and call of the man 
venturing into the business world sooner or later 
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opens up opportunities that would otherwise be 
closed to him. One’s sphere of social influence is 
considerably widened and strengthened through 
the material means of living up to the formalities 
and amenities which society imposes on us. For 
the professional man, his career is preceded by 4 
costly period of education and training. Even in 
artistic circles, individual talent may often be 
worn to a standardized mediocrity through the 
necessity of a deadly routine to provide a day to 
day sustenance. 

Before the notion of freedom for all and equal- 
ity of opportunity arose to light the path of civili- 
zation, it was almost an invariable rule that the 
“accomplishers” sprang from the aristocracy oF 
the privileged classes. Today, wherever the con- 
ception of equal opportunity for all prevails, it 1s 
a step backward for ourselves and our sons an 
daughters if we bar the way to our opportunities 
through improvident spending. For, while wealth 
is no guarantee for good repute and the pride of 
accomplishment, the path of material gain is also 
the path of golden opportunity, grander accom- 
plishment and greater individual progress. 
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Y way of an introduction to the series of special 

educational articles, analyzing the BYFI in- 

vestment recommendation which will appear in 
this section, a word of éxplanation relative to the 
new recommendations first made in the August 27 
issue would appear to be in order. The purpose of 
this series is to give the inexperienced reader the 
“why and wherefore” of the issues which are com- 
mended to his consideration. Aside from a discussion 
of the merits of the individual issues themselves, it 
is only natural that readers would want to ask—why 
were these four changes made? 

The changes in the third group—$5,000 FOR IN- 
VESTMENT—were made necessary by the retire- 
ment of American Water Works and Electric Pre- 
ferred stock, an issue originally included in the group 
at 104. Readers who held this issue until the recom- 
mendation appeared in the table, obtained a price in 
excess of 111 and in any event the necessity for re- 
placing the issue was forced by the retirement of the 
issue. The “why” of the sale in this instance is there- 
fore quite clear. 

To place these funds in a more or less permanent 
medium, where a suitable income could be expected 
without regard for probable retirement in the present 


How To Analyze Your 
Investment Holdings 


The First of a Series of Educational Articles 
Analyzing the BYFI Investment Suggestions 


By HARVEY DOWNES 


period of plentiful investment funds, the selection ran 
to American Sugar Refining Preferred stock, selling 
at around 112 and paying a well-secured dividend of 
$7 a year, to yield about 64% on the investment. 
This issue is non-callable, a factor that commands a 
premium under present conditions of the preferred 
stock market, but is well worth it. The company is 
one of the dominant sugar refining companies, and 
successful operations of thirty years had made it 
wealthy enough to well withstand the deflation in its 
industry during 1920-1921 and to round out the rather 
erratic five years following in excellent financial con- 
dition. The company’s unsecured bonds sell on a 
5.8% basis and the common stock, which represents 
the equity junior to the preferred stock is selling in 
the open market at a valuation of around 40 million 
dollars. The preferred: stock has paid dividends un- 
interruptedly since 1891 and in the three years prior 
to 1907 when investment funds were available in an 
abundant plenty (a period that might again be ex- 
perienced during the next decade) the issue sold each 
year over 140 or better than a 5% income basis. 
The relative attractiveness of the preferred stock 
over the Fifteen-year 6% bonds due 1937, due to the 
(Please turn to page 885) 





THE FIRST $500 


Savings bank accounts are recommended for 
deposits of regular savings, to yield cas 

Shares of well managed Building & Loan Assn. 
are recommended on the monthly payment plan 

Endowment Insurance is a suitable medium for 
the investor and yields a return of 

*Laclede Gas Light Ist and ref, 5%4s, 1953.... 


Approxi- Yield 
mate to 
Price Maturity 

4 to 442% 

5 to 6% 


8 to 342% 


104% 5.20% 


THE NEXT $1,000 


z*Commonwealth Power 6s, 1947 
*Montreal Tramway gen, & ref, 5s, 1955 
+N, ¥. Steam Corp. 6s, 1947 
Western Pacific Ist 5s, 1946 
“Available in $100 units. Available in $500 units. 


6.58% 
5.20% 
5.38% 
5.00% 


BYFI’S INVESTMENT SUGGESTIONS 


These investment recommendations are now a regular feature for the guidance of BYFI 

readers. With the original selection of each issue, safety of principal has been a foremost 

consideration. Each issue is watched continuously and will be replaced at any time that it 

may become unfit for retention. Such changes will, of course, be brought to the reader’s 
attention, if and when they occur. 





Yield 
t 


) 
Maturity 
5.38% 
5.20% 


$5,000 FOR INVESTMENT —42e- 
Price 

tAmerican Sugar Ref, 6s, 1937 

Cuba R, R. Ist 5s, 1952 97 

tShulco Co., Inc., Guar., Ser, ‘‘B’’ 6%s, 1946 103% 

U. 8, Rubber Ist 5s. 1947 93 

West Penn Electric $7 Pfd 

U. 8S, Smelting & Ref. $3% Pfd 

tAmerican Sugar Refining $7 Pfd 


THE NEXT $5,000 (a) 


Seaboard Air Line Ist Cons. 6s, 1945 
Nassau Electric 4s, 1951 

Western Maryland Ist 4s, 1952 
Brooklyn-Man, Tr. $6 Pfd. 
International Paper, $7 Pfd 
American Tel, & Tel. common ($9) 


6.86% 
5.30% 





tNew Recommendations: 


1946, 
z Called for redemption at 104% Oct. 1, 1927. 





isl American Water W. & El. $7 Pfd, called for redemption August 15; replaced by American Sugar Re- 
fining $7 Pfd. American Sugar Ref, 6s, 1937, now callable at 104144, are replaced by a new recommendation Shulco Co, Ser. “‘B’’ 6448, 


(a) This group is selected with a view toward probable enhance ment in principal, 
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Personal Experience Muilbing Dour Future Pncowmte Persona Experience 


If You Should Die Tonight 


A Reader Reports a Most Interesting Train Conversation 
That Throws New Light on Preparedness for the Future 


Y friend, Mr. Prosperous Citizen, 
laid down his paper on the train 
seat, and introduced one of the 

most interesting Income Building stories 
that I ever heard by the following com- 
ments: 

“Two newspaper items,” he said 
thoughtfully, “that I read the past win- 
ter made me actually shudder. They 
were a ‘might have been’ to me. You 
know catastrophe lurks right around 
the corner for all of us, but some of us 
just naturally rush to meet it.” 

“What were they? Tell me about 
it!” I urged. 

“Well, the first item was about a 
famous efficiency expert, the greatest 
authority in our country or. income tax. 
He had been caught embezzling; Thini: 
of it! He’d tried to get there too fast 
and his foot had slipped—just like 
many a lesser man. The other item— 
equally unbelievable—was prominent 
on the financial page of a big city 
paper. It was about a deceased banker, 
once president of a big Wall Street 
bank, and a former bank examiner, a 
man thought to be enormously wealthy 
until his estate was settled, when it 
was revealed that he had assets of only 
$100,000 when his liabilities were over 
$250,000. All through borrowing. Do 
you realize that these men had deceived 
themselves more than onyone else? 

“T know this because I, 
myself, in a small way, 
drifted into a similar finan- 
cial muddle that nearly ob- 
literated me years ago. At 
that time my assets were 
mostly good prospects. I 
had a wife and two small 
children, a fine home 
heavily mortgaged, an excel. 
lent new position, insur- 
ance, a few Liberty bonds, 
and a few hundred dollars 
in cash. We lived modestly 
and were saving strenuous- 
ly to pay off the mortgage. 

“Up until then I had 
never bought any stocks or 
bonds, except in my imagi- 
nation, though I had al- 
ways been interested in the 
market. Well, I guess my 
new job went to my head, 
for all of a suclden I became 
possessed of the idea that I 
ought to buy ten shares of 
what seemed a good secu- 
rity at a very low price. So 
instead of reducing the 
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As related to MACK LA MARE 


mortgage, I took my Liberty bonds 
down to the bank, asked if I could 
“borrow” on them (you see how green 
I was for all my nerve), and with all 
the cash I could muster, bought the 
stock. 

“I won’t burden you with names; let 
us call it Security Number I—though 
“security” is, of course, ironical in this 
connection. But Number I was a 
dandy buy—it really was—and I felt 
pretty good about it. My wife would 
rather have paid off the mortgage, but 
she had a notion I was a very brilliant 
fellow then, and I soon showed her that 
I was smarter than she thought, for 
Security Number I promptly advanced 
in price. 

“I felt right well pleased with my- 
self; so proud, that a little later, when 
I saw another good buy, I threw discre- 
tion to the winds, and hastened down to 
the bank with Security Number I, to 
borrow and buy Security Number II. 
In a short time, following our usual 
economical mode of living, we had some 
more cash for the mortgage. But 
nothing could have halted me then. I 
had long since had my eye on a stock 
that I just must buy—so I hocked 
Number II and with the cash bought 
Number III. However, note how soon 
duplicity crept in, which shows that I 
knew I was unwise (if not wrong), I 


On the train, my companion related 
his Income Building experiences to me 


—— 


went to another bank, opened a small 
account and borrowed there for Security 
Number III! 

“Of course, by the time I had a little 
more cash on hand. It was inevitable 
that I should have discovered another 
‘good buy.’ This time I hiked down to 
my first bank with Number III as col- 
lateral.and purchased Number IV. The 
cashier, a personal friend, thought that 
I still had Number II clear and had 
been able to pay for Number III un- 
assisted—which was precisely what I 
wanted him to think, and, furthermore, 
by that time I desired advice from no 
one. 

“When I saw the next great ‘chance 
of a lifetime,’ I continued to seesaw my 
borrowings, taking Number IV to bank 
and buying Security Number V. As 
was proved later I really had consider- 
able market sense and these were all 
good buys for a very long pull. They 
were advancing then and all paying 
good dividends. I was proud of myself 
to the bursting point. Just reading 
over the list of ‘my (?) securities made 
me feel rich! I felt that I belonged to 
the world of big business and high 
finance! 

“The next big ‘opportunity’ was 
brought to my attention by an agent 
from the house of Broker B in New 
York (though, goodness knows, I was 

capable of getting into 
sgnough trouble alone). It 
was unlisted stuff, paying a 
high rate of interest. I 
hadn’t much money and had 
been holding on to Number 
V for several reasons, but 
at his saggestion, I bor- 
rowed on my insurance and 
bought Number VI. But 
the agent of Broker B kept 
after me (he thought I was 
fooling him, that I was 
holding some money back, 
and I guess I wanted him 
to think I was ‘rich’), and 
pretty soon I put up Num- 
ber V ana Number VI, and 
got twenty shares of Num- 
ber VII—a listed, but in- 
active, stock — from the 
agent of broker B. 

“Now, I was, indeed, sit- 
ting on the top of the 
world! All my investments 
were appreciating nicely 
and giving a startling 1 
come, for which we were 
very grateful, as it enabled 
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Personal Experience PByilding Dour Future Jrcome Personat Experience 














HE investor whose interesting story is related here has 


learned one of the most important lessons in Income Build- 


ing—namely to appraise his investment plans in terms of actual 


worth rather than in terms of future hopes. 


That he so success- 


fully overcomes one of the most disastrous obstacles to successful 


saving and wealth building is pure luck in this instance. 


Other 


readers can avoid such near disasters by holding to the most con- 
servative investment practices until they reach a, point where a 
venturesome commitment here and there is warranted. 


us to live better, flash around a bit and 
ease up on our uncomfortable econo- 
mies! There was the greatest danger! 

“Thus we went on for quite a while, 
simply enjoying ourselves. Then, one 
day, in breezed the agent of Broker B— 
ina hurry, too!—with a tempting prop- 
osition. He said his boss, Broker B, 
had been asked to sell a limited amount 
of the listed, but inactive, Security 
Number VII—sell quickly to settle an 
estate—and he would let me have forty 
more shares on very easy terms. That 
estate business was a new story to me 
then, and I also let him hustle me! 


The Wife Objects 


“But my wife suddenly became un- 
accountably balky—objected to the 
whole transaction. We had much diffi- 
culty in winning her over, though the 
agent smoothed the way for me. He 
simply took my original twenty paid-up 
shares as margin, and held them, with 
the forty new ones, until such time as 
I could conveniently pay for them. He 
assured me repeatedly that ‘any time’ 
would do. Promised absolutely to hold 
indefinitely. I was to get all the divi- 
dends, less six per cent interest to 
Broker B. Though I knew there was 
no hurry, yet I virtuously promised my- 
self to pay off a fixed sum every month. 
It would be no bother at all. 

“But somehow, just then, I began to 
find my salary not quite so adequate as 
before. We never seemed to get any 
cash ahead any more. Increased in- 
terest charges on the notes began to 
bother me, although dividends far ex- 
ceeded them, but I was continually 
pinched, and could hardly meet my in- 
surance and living expenses. And 
stocks went down a little just then, and 
I did not care to dispose of any, even 
when Security Number II unexpectedly 
passed its dividend and made me that 
much shorter. But I didn’t worry be- 
cause I hadn’t paid a cent on my new 
forty shares of Number VII, not even 
when Broker B sent me a couple of 
hints that a little cash would be ac- 
ceptable. No, not even when the mar- 
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ket slipped a little more. 

“Then, one day, like a bolt from the 
blue, came a phone call from Broker B 
in New York. He said in an excited 
voice that he had just received advance 
information that Broker A was about 
to fail. ‘All right—why worry? What 
had Broker A to do with me?’ A good 
bit. It seemed that Broker B had put 
my whole sixty shares with Broker A 
for a loan and they were in danger. 
But, added Broker B, if I would tele- 
graph him the money for my forty un- 
paid shares immediately, he would try 
to save them all before the crash came. 
I realized that Broker B expected to go 
under with Broker A. 

“Oh, gosh! Oh, Heavens! Oh, help! 
Help! Anybody! My tortured mind 
flapped about impotently in endless cir- 
cles. I had no money, and wouldn’t have 
given it to Broker B if I’d had it. I’d 
lost confidence in him. How dared he 
hock my Securities! Incredible! And 
everything else I owned was tied up in 
this chain of borrowings, and I couldn’t 
sell and unlink them with the market 
depressed. What to do? Inexperience, 
shame and pride kept me from going to 
my bankers, or friends in my home 
town. 


Saved Through Good Luck 


“Finally, I lost my head altogether 
and in a moment of absolutely childish 
panic, I called up a wealthy business 
friend in New York (a man on whom I 
had no claim whatever) and told him of 
my troubles with Broker B and feebly 
asked his advise. Amazing and un- 
deserved luck followed. He shut me 
off, called up his broker and sent him 
running out personally to rescue my 
stock. Then he sent it on to me and I 
borrowed enough on the sixty shares 
ti: pay him for the forty. 

“After getting out of this mess 
through good luck, it occurred to me to 
borrow again and jump in to recoup my 
losses. I had some great ideas on the 
subject that I could express convinc- 
ingly. I sprang them on my wife and 
—struck a snag! 


“Without disobeying scriptural in- 
— she let me know that I was a 
ool. 

“She said, ‘You may be able to en- 
dure this sort of thing—rebound like 
a rubber ball, but I can’t. You’re 
blasting the lives of your family. Only 
a very rich man could accomplish what 
you have been trying to do, one who 
could afford to lose, or wait, regardless 
of the market. You fool yourself into 
thinking you are not speculating just 
because you hold on to stocks. You've 
been buying on margin—practically— 
and at the same time been trying to be 
conservative and hold things for the 
long pull, and you have no money to 
back it up. I really believe you have a 
feeling for the market, almost an in- 
sidious flair for it—if you could control 
your greed. I do believe that most of 
your reasoning was sound and things 
will all come back some day, but in ad- 
dition to nearly ruining us, you’ve been 
neglecting your work at the office, put- 
ting hours on charts and market re- 
ports.’ Which was more than true. 


Calling a Spade a Spade 


““T may be simple-minded,’ my wife 
went on, ‘but to me debts are debts 
and notes are debts, and all must be 
paid if I am to have any peace of mind.’ 

“Then she said something else that 
hit the bull’s eye. She demanded, 
“ust what do you think yow’re worth 
anyway? Face the music! Suppose 
you were to die tonight, how much of 
an estate would you leave behind you? 
Do this for me: sit right down and 
put in cold figures the number of dol- 
lars you are actually worth at this in- 
stant!’ 

“Reluctantly I obeyed, and it was 
barely $3,000—the market value of 
everything I owned in the world. 
Vaguely I had rated myself at many 
times this, though, of course, in the 
back of my head, I had known the 
truth. But I had never acknowledged 
it; because I did not want to believe it. 
It was too unpleasant. Then, too, my 

(Please turn to page 897) 
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Insurance 


How to Protect Beneficiaries When 
Buying Life Insurance 


Covering Some of the “Fine Points’ of Insurance Buying That Increase Protection 


By FLORENCE PROVOST CLARENDON 


Old Line-companies is to a certain 

extent standardized. While indi- 
vidual companies may include special 
benefits, or “frills,” the principal clauses 
in the contract are similar in all com- 
panies, and are drawn along the same 
lines. But the provisions in these 
clauses are amplified in some compa- 
nies, restricted in others, and may differ 
also in the individual benefits given to 
the insured. For this reason the policy- 
holder owes it to himself to read and 
study his contract carefully. If there 
is anything in it which he does not 
thoroughly understand, he should ask 
for further information. 

The usual application forms for life 
insurance contain a question as to 
whether or not the applicant desires to 
reserve the right to change the bene- 
ficiary. In other words, is the contract 
in this respect to be revocable or irre- 
vocable? It is an important question 
which is frequently answered at ran- 
dom by the applicant for life insur- 
ance; or filled out “Yes” by the agent 
without submitting the question. 

The beneficiary is the person named 
in the policy to receive the proceeds of 
the insurance. The status of this bene- 
ficiary as regards the ownership of the 
policy, or any negotiations regarding 
it, depends upon the terms of the con- 
tract, and these terms are determined 
by the disposition of the beneficiary’s 
rights as indicated in the insured’s ap- 
plication for the insurance. 

Life insurance in a_ considerable 
amount when made payable to a named 
beneficiary is now definitely free from 
inheritance tax. If the policy be made 
payable to wife, mother, or other named 
beneficiary of full legal age the proceeds 
of the insurance, upon receipt and ap- 
proval of claim, are paid at once with- 
out expense or delay. The value of this 
prompt payment is so great that life 
insurance is thus put in a class by itself 
amongst a business man’s assets. If 
the insurance is made payable to “Es- 
tate,” it is not only subject to inheri- 
tance tax, but must also pass through 
the hands of an executor or administra- 
tor of the estate before the proceeds can 
be distributed to the heirs, or benefi- 
ciaries. Legal technicalities, expense, 
and delay must thus occur, with possi- 
bilities in some cases of a disputed will 
to further delay the settling of the 
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T's life insurance policy issued by 





estate. In the usual conditions there- 
fore it is preferable for the insured to 
make his life insurance payable to a 
definitely named beneficiary to whom 
it can be paid without undue formali- 
ties. 


Beneficiary Without Right to Change 


Life insurance is commonly taken by 
a husband for the protection of his 
wife, and he names her as his bene- 
ficiary. If he names her without the 
right to change the beneficiary, any 
negotiations with the policy must be 
made jointly, because the policy is 
jointly owned and the disposition of 
its proceeds must be made a matter of 
mutual consent. But, after all, mar- 
riage is a partnership; and, despite 
comment, criticism and persiflage to the 
contrary, ‘most married couples are 
willing to act harmoniously and help 
one another. Thus, in making his pol- 
icy payable to his wife irrevocably any 
loans, changes or disposition of pro- 
ceeds while requiring joint consent, can 
be arranged easily and amicably. But 
the insured must remember that in all 
such cases he must have his wife act 
with him—he cannot conceal any action 
on his policy from her. 

For the average man on salaried in- 


come it is perhaps not of serious mo- 
ment whether he reserves or does not 
reserve the right to change the name 
of his beneficiary. But most men in 
business for themselves incur risks, and 
there is always the possibility of de- 
pressed conditions which may lead to 
insolvency. With a policy made pay- 
able to his wife without right to change 
the beneficiary, the proceeds of the in- 
surance, apart from fraud, are pro- 
tected as they should be against claims 
by creditors. This is a proper condition, 
for the life insurance has originally 
been placed to protect the family of the 
insured in event of his death, and irre- 
spective of his financial condition at 
the time claim is made. 

On the other hand, if the insured has 
reserved the right to change his bene- 
ficiary, several court decisions indicate 
that the creditors, through their ap- 
pointed trustee, could exercise the same 
rights as the insured in regard to the. 
policy, and could claim for the creditors 
any cash value which the policy might 
have. Under such conditions the pro- 
tection for the wife and family of the 
insured would be lost, because the right 
to change the benficiary has been re- 
served by the insured in applying for 
the policy,—therefore it was under his 
own control and likewise under control 
of his trustee in bankruptcy. 


Beneficiary Clause in Old Policies 


In the modern policy, it is usually 
stated that if any beneficiary die before 
the insured, the interest of such bene- 
ficiary shall vest in the insured, unless 
otherwise provided,—this whether the 
right to change has or has not been 
reserved. Under the older contracts 
issued by practically all companies, the 
right to change the beneficiary was not 
reserved, and in such cases any deal- 
ings affecting the policy had to be made 
jointly. Sometimes there was a pro- 
vision that the insured could draw in- 
dividually the cash value of the policy, 
or dividend accumulations, but usually 
the wife’s signature as well as the hus- 
band’s was necessary in negotiations 
with the policy. 

Under many such old policies, the 
beneficiary had practically an absolute 
vested right, and in event of the bene- 
ficiary predeceasing the insured, this 

(Please turn to page 882) 
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“For The Long Pull” 


The 


Fifth Talk in 


this series 


segregates 


“intrinsic values” from “technical position’ factors 


and defines a much used Wall Street term 


WELL made security 
A recommendation is 

one that specifies as 
clearly as possible the 
purpose for which the is- 
sue is best fitted. That is 
to say, if a stock is in a 
position that appears to 
be favorable for a fairly 
quick speculative profit, it 
is unwise to label it mere- 
ly “good” or “a good buy.” 
For then, the investor who 
is interested in safety and 
continuity of income might 
be led to make a purchase, 
which for his needs is en- 
tirly unsuited. In the 
same way, a conservative 
investment stock or bond 
might be carelessly rated a “good 
security” whereas the stock trader, pre- 
pared to assume risks and interested in 
trading profits would find it everything 
but a good security for his purposes. 

With this thought in mind, those who 
make security recommendations, usual- 
ly state the purpose for which they be- 
lieve a security is best fitted. By far, 
the great majority of security buyers 
require sound securities that over a 
period of years are more likely than not 
to grow in value, although intermediate 
Price fluctuations need cause no anxiety. 
For this reason, “For The Long Pull” 
13 probably one of the most common 
labels which Wall Street places on its 
security recommendations. The security 
buyer naturaliy wants to be sure that 
he knows what his advisers mean by 
this term, otherwise unnecessary and 
costly misunderstandings may arise. 

A security favored “For The Long 
Pull” is one that is recommended on 
intrinsic value alone, without regard to 
Its technical position, no attempt to 
forecast daily price fluctuation is in- 
tended, hut statistically the issue is in 
a strone position and seems likely to 
grow in value over a long period of 
time, That’s rather a long and cumber- 
some definition. The English investors 
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The Average Investor’s Idea of a “Long Pull” Stock, 


use a different term for such a security. 
They call it a “lock up” which means 
a security which they will buy outright 
and lock up in their strong _boxes with- 
out watching the papers to see whether 
it goes up or down a point each day. 
The phrase used by our English cousins 
is much better than ours because it ex- 
presses more clearly the intention of 
disregarding daily stock exchange 
transactions after they have made the 
purchase. 

When statisticians and analysts make 
a study of the intrinsic value of stocks 
(the term “long pull” seldom being ap- 
plied to bonds) they investigate the 
factors on which the earning power and 
prosperity of the corporation rests. 
They critically appraise the issued bal- 
ance sheets to determine if the asset 
values indicated for the shares repre- 
sent real value. They compare the 
earnings statements of the company 
with other companies in the same line 
of business. They familiarize them- 
selves with the policies of the manage- 
ment in their maintenance of the physi- 
cal prorerty and exploitation of mar- 
kets. They study trade conditions 
past, present and future to determine 
as nearly as probabilities will permit 
whether earning power will be sus- 


tained during coming 
years in a_ sufficient 
amount to pay the stock- 
holders a suitable return 
on the investment at cur- 
rent market prices for the 
shares. 

These facts determine 
“intrinsic values” within 
reasonable limits, but of 
course, this is an arbi- 
trary value (very often 
an opinion) and cannot be 
definitely stated at a fixed 
price. Other opinions may 
differ and some buyers 
will pay _ considerably 
higher prices at virtually 
the same time— others 
would perhaps pay less. 
And it is this varying opinion that 
brings a heavy demand for the stock at 
one time and a lighter demand at an- 
other. This second factor is usually 
called the “technical position” of the 
stock in its own market place—a term 
that will be discussed in a future num- 
ber of “Plain Talks.” It must not be 
confused with intrinsic values and is 
given no consideration at all in a “long 
pull” recommendation. 

Readers may now ask—and not with- 
out good reason—‘“How long is a long 
pull?” While it is not easy to gen- 
eralize in this regard, let me answer 
that question this way: Unless the 
recommendation is further qualified by 
a specific or implied time limit, assume 
that “long pull” means not less than a 
year or two. Obviously, the earning 
power of a well established corporation 
does not change from month to month. 
If only fundamental factors have been 
allowed to enter into the appraisal of 
its shares, these are also not likely to 
vary much, except in periods that are 
measured in years. Of course, the fu- 
ture cannot be foretold with exactitude. 
At best a long pull recommendation is 
one that deals in probabilities and 
while not infallible is used to the best 
advantage with a mixture of patience. 


863 











UCM wRcrareesereer: 


@ 





The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
you may be interested. Inquiries cannot 
be received or answered by telephone nor 
can personal interviews be granted by this 
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ANSWERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 
department. 


If you are a 


swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 
subscribers of course cannot be an- 
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FLEISCHMANN 


Wivat is the dividend outlook for Fleischmann? 
Do you think the stock is likely to go on a 
permanent $4 basis? Of course, if know it only 
recently went on the $3 basis but the earnings 
I understand are sufficient to justify $4.— 
V. E. L., Washington, D. C. 

As a result of operations for the six 
months ended June 30, 1927, Fleisch- 
mann reported earnings equivalent to 
$2.06 per share of common. stock, 
against $1.93 in the same period of 
1926, thus maintaining its record of 
consistent expansion in sales and profits 
over a long period of years. The com- 
pany is now engaged in an extensive 
campaign advertising yeast for health 
purposes, which, together with the de-. 
velopment of a new process for pre- 
serving yeast, recently reported per- 
fected, permitting deliveries weekly in- 
stead of daily, hold forth promise of 
augmenting future income. Capitali- 
zation is 12,295 shares $100 par 6% 
cumulative preferred and 4,500,000 no 
par common shares. Latest balance 
sheet shows current assets of 32.2 mil- 
lion, current liabilities 5.15 million, 
leaving 27.1 net working capital. Cash 
and marketable securities aggregated 
about 20.7 million. Financial condition 
is such that a major portion of earn- 
ings can be distributed in the form of 
dividends, and while the placing of the 
shares on a regular $4 annual basis is 
not an immediate prospect, sharehold- 
ers seem warranted in looking forward 
to occasional extras in addition to the 
$3 annual rate now prevailing. We 
advise holding for income, together 
with possibilities of eventual price ap- 
preciation. 


UNITED STATES RUBBER 


I have a very disturbing loss in United 
States Rubber, my stock having cost me $72 
a share last year. What is the matter with 
the company? There seems to be a lot of 
propaganda about the company’s profits but the 
stock does not act well. ould you advise me 
to take a loss?—J. I, J., Canton, Ohio. 


While unit sales of United States 
Rubber increased in the first half of 





1 Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 








the current year, selling prices were 
lower so that volume of dollar sales de- 
clined over 12 million. After exhaust- 
ing inventory reserve existing at the 
beginning of 1926 and deducting re- 
serve of about 8.5 millions set up at 
the end of 1926, earnings last year 
were equal to $3.39 a preferred share, 
leaving nothing for the common. 
Earnings in the first half of 1927, be- 
fore preferred dividends, amounted to 
approximately 3.24 millions, but 8.5 
millions inventory reserve was ex- 
hausted, indicating a loss of over 5 
millions. On June 30, 1927, cash on 
hand amounted to about 8.15 millions, 
the lowest at any similar date in the 
last three years, and bank loans to- 
talled 17.55 millions, the highest on any 
corresponding date in three years. 
While the foregoing is not particularly 
encouraging, crude rubber prices have 
shown a more favorable tendency in 
more recent months, and with inven- 
tories down to market, the company 
seems in a position to register some 
improvement in the final half year. 
Your position is obviously speculative, 
but if you are willing to assume a de- 
gree of risk, we regard the outlook 
favorable to an extent to warrant hold- 
ing for the present at least with a 
view to some further price recovery. 


B. F. GOODRICH 


I bought 100 shares of B. F. Goodrich (the 
common stock) on the strength of an article in 
your Magaszine—in 1924-1925. You have since 
advocated retaining the stock. Its recent ad- 
vance brings the yield so cw that I am wonder. 
ing if there is . likelihood of the dividend being 


increased ?—H., K., Kenosha, Wis. 


Following exhaustion of 5 millions 
contingent reserve existing at the end 
of 1925, B. F. Goodrich reported earn- 
ings in 1926 equal to 18 cents a pre- 
ferred share, leaving nothing for the 
common. At the end of 1926 inventory 
values were marked down to a mini- 
mum, the wisdom of which has been 
manifest in the current year. Despite 
lower prices, dollar sales were in rec- 
ord volume in the first six months of 
1927, and earnings, after reserves, 
were equal to $6.38 a share on the 
601,710 shares of common stock out- 
standing. During the past three years 
sales volume has increased in the final 
half year over the first half, and it is 
estimated that if the margin of profit 
on sales enjoyed in the first six months 
of 1927 is maintained in the last six 
months, which appears likely, profits 
for the full year will equal between $15 
and $20 per common share. Financial 
condition is sound, and on the basis of 
the company’s showing, a higher divi- 


(Please turn to page 877) 
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_ consistently good in- 
vestment results that 
clients tell us of year after 
year — and which statistical 
records prove—are due to the 
extent of the Brookmire or- 
ganization and to its method 
of operation. 

The chief characteristic of 
Brookmire Service is thorough- 
ness. The organization includes 
specialists, divided into groups, 
who concentrate on the study 
of specific fields of the nation’s 
economic structure. Agricul- 
ture, transportation, mining, 
manufacturing, all are con- 


stantly being studied and an-. 


alysed in their relation to 
security trends and to indivi- 
dual stocks and bonds. The 
findings of this broad-gauged 
research are applied to the 
business of guiding clients in 
investing money wisely, care- 
fully and profitably. When 
you, as a Brookmire client, 
teceive a specific recommenda- 
tion to buy a certain security 
ewery factor affecting that se- 
curity has been carefully taken 
into consideration; the com- 
pany, its earnings, its pros- 
pects, its position in the in- 
dustry, the general credit situ- 
ation, the average of security 
price levels and many other 
factors. It is this unusual thor- 
oughness that is responsible 
for the consistent accuracy of 
Brookmire Service. Brook- 
mire’s has no securities to sell; 
doesnot execute orders ;doesnot 
disturb any existing brokerage 
or banking relationships. 


One clear, all-compelling reason explains why more men ) 
every year are turning to Brookmire Service, and 
that reason reduced to its simplest terms is this: 


Through using Brookmire Service they g 
make more money from their investments 
. and secure greater safety for their capital. ) 


Your Individual, 
Personal Requirements 


When you subscribe you as- 
sociate yourself directly with 
an organization which for 
nearly a quarter of a century 
has been engaged in advising 
investors — successfully en- 
gaged. This organization im- 
mediately : re the accumu- 
lated fund of experience, 
statistical dataand information 
to your individual, personal in- 
vestment requirements. 


When you fill out the Brook- 
mire subscription blank you are 
asked to list the names and 
amounts of your holdings in 
stocks and bonds. 


Upon receipt of this blank the follow- 
ing procedure is promptly initiated: 

Your list of stocks is given to a 
group of specialists for study, an- 
alysis and recommendation. Your list 
4 bonds is given for investigation 
to another group. Public utility 
bonds, industrial bonds, foreign 
bonds, railroad bonds all 
are studied by specially qualified 
men. A final analysis is made and 
specific recommendations sent to you, 
in accordance with the general policy 
determined by our Investment 
Council of twelve men. This method 
of procedure is the outgrowth of 
nearly a quarter century experience 
in investment counsel. And, this is 
only the start of Brookmire co-oper- 
ation. Every client is considered as an 
individual, with individual needs to 
besatisfied. Blanket recommendations 
alone cannot approach personal, in- 
dividualized attention in real effec- 
tiveness. That is why Brookmire’s 
gives personal service. That is why 
Brookmire Service is effective 
profitable for clients to follow. 

On any specific problem of invest- 
ment you have merely to communi- 








cate with the organization to gain 
immediate and expert consideration. 

In short, when you subscribe to 
Brookmire Service the full force of a 
large, highly specialized investment 
organization begins to work for you. 


The Vital Queston — 
‘Does It “Pay?” 


Subscribers to Brookmire Service 
who consistently follow the advice 
given have found that it pays and 
more than pays... . for one year and 
for many years. 

Recently, for example, the official 
list of a// our recommendations for 
the year of 1926 was published. That 
list showed a total gain of 1285% 

oints on 60 stocks. Later a complete 
ae of recommendations for the first 
quarter of this year appeared. This 
report showed similarly consistent 
advances and profits. These two ex- 
amples are typical. 


This coupon brings all the facts 


This coupon can mean much to 
you—if you will let it. It is the first 
step to consistent investment success, 
higher return and greater safety. It is 
the means of securing by return mail 
a complete and current set of Brook- 
mire Bulletins, which you can apply 
to your present investment plans. It 
is all that is necessary to bring you 
full information regarding Brook- 
mire Service. It involves no obliga- 
tion for you. Clip this coupon now 
and mail it to us. 


men, SORENESS ) je 
BROOKMIRE 


ECONOMIC SERVICE, Inc. 
570 Seventh Avenue, New York 
Please send me: (1) description of your Service; 
(2) complete list of 1926 and 1927 first quarter 
recommendations; (3) your latest bulletins, 

advising what to do now. 


Name 





If there is any point in which you are specially interested, write 
us and we shall be glad to answer your question, 


——— SRO — 





INVESTMENT COUNSELLORS FOR NEARLY A QUARTER CENTURY 
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Business Marks Time 


Upturn Indicated in Early August Slow to Materialize 
—Buying Hand to Mouth—Prices Generally Steady 





STEEL 











Buying Eases Off 


ITH the failure of various steel 

consuming industries to con- 

tribute their usual amount of 
buying, conditions present a static ap- 
pearance. In July, when the low point 
of finished steel demand was reached, 
the consensus was that midsummer 
dullness had run its course, and that 
schedules could be established on a 
higher operating basis without suffer- 
ing any injurious effects. Since that 
time purchasing of steel has been 
steady but of a hand-to-mouth charac- 
ter, and recently there has been a 
noticeable falling off in demand with 
the result that the situation as it exists 
now is about the same as it was: in 
July, although from present indica- 
tions this state of affairs is only tem- 
porary. The operating rate for the 
industry is again below the 70% level, 
the average being 65 to 68 per cent. 
Many companies will show a sharp loss 


(Please turn to page 880) 


COMMODITIES* 


(See footnotes for Grades and 
Unit of Measure) 


1927. 


Steel (1) 

Pig Iron (2) .... 19.00 
Copper (3) 

Petroleum (4) .. 


Tobacco (14) ... 
Sugar (15) .... 
Sugar (16) .... 
Paper (17) .... 
Lumber (38) ... 


*Aug. 27. 

(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
c. per pound; (4) Mid-Continent, 36°, $ per 
bbl,; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No, 2 red, New York, $ per bushel; (8) 
No. 2 Yellow, New York, $ per bushel; (9) 
Light, Chicago, o, per pound; (10) Top, 
Heavies, Chicago, c. per 1b.; (11) Rio, No, 
7, Spot, o, per :b.; (12) First Latex crepe, 
ec, per Ib.; (18) Ohio, Delaine, unwashed, 
ec. per Ib.; (14) Medium Burleigh, Ken- 
tucky, oc. per Ib.; (15) Raw Cubas, 96° 
Full, Duty, c. per Ib.; (16) Refined, c. per 
Ib.; (17) Newsprint per carload a c. per 
Ib. ; — Yellow pine boards, f, o. b. $ 


per M 


THE TREND IN MAJOR INDUSTRIES 


STEEL—Improvement in steel demand which gave such 
promise a month ago has halted although inquiry and 
continued activity in consuming lines would indicate 
early resumption of upward trend. Prices holding fairly 
well in steel, pig iron and coke. 

PETROLEUM—Although crude production is still running 
far ahead of the average at this time last year a better 
control in Seminole and other areas is reflected in much 
needed curtailment. With lower consumption seasonally 
in nearby prospect and storage facilities heavily taxed 
it is not strange that prices continue weak with little out- 
look for betterment until statisical position improves. 


METALS—Copper situation shows little change, although 
smaller producers appear willing to do business on a 
concession basis. Consumers’ stocks lower owing to con- 
stricted purchasing during August and this will be re- 
flected in larger demand later on. 

RAILROADS—July has fulfilled earlier prognostications as 
the dark period of the year from earnings standpoint. 
Although still satisfactory earning trend is consistently 
lower than last year. More recent car loading figures 
show a seasonal gain with beginning of crop movement 
but levels of 1926 are not in immediate prospect. 

COTTON—Continued reports of increasing ravages of boll 
weevil dominate cotton markets placing prices more than 
five cents over a month ago as well as over that of last 
year this time. With favorable weather during next few 
weeks some reaction is conceivable but trend is gen- 


erally upward. 
RUBBER—Although persisting at low levels which seem in- 
evitable in face of large stocks and imports, rubber 
prices at last show signs of stability. Tire companies 
report record sales in recent weeks with large replace- 
ment demand. Keen competition in this industry re- 
strains prices and forces operation at very meager profit 


margins. 

RETAIL TRADE—Improved purchasing power in agricul- 
tural sections is reflected in more vigorous retail trade in 
these areas. Mail order houses particularly are in a posi- 
tion to benefit by this circumstance. Barring soft coal 
regions, trade generally is reported seasonally active 
with chain stores as usual showing largest gains. 

AUTOMOBILES—Sales are beginning to show moderate 
Fall upturn and production schedules are being increased 
slightly. Production so far this year however is more 
than 14% below sale period of 1926 and sales volume 
seems more and more to be confined to relatively few of 
larger companies. 

SUMMARY—Although the Fall upturn which gave promise 
of early materialization some weeks ago has unquestion- 
ably been delayed, the amount of buying inquiry in basic 
lines is indicative of its early resumption. 
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... the truth 
about truck 
economy 





Low price is sometimes 
mighty tempting to those not 
acquainted with truck values. 
But experienced truck owners 
know that good trucks cost 
much less per ton-mile, per 
month and per year. This is 
true economy. 

Pierce-Arrow trucks are in 
the greatest demand of our 
history. Low haulage costs in 
every industry have turned 
the tide. Have you seen the 
low cost figures of leaders in 
your industry? Ask us for 
names. 

Pierce-Arrow trucks are priced at 
$3500 and up for chassis, f. o. b. 
Buffalo, N.Y. .. . Sizes: 2, 3, 4,5 
and 7¥ tons. Six-cylinder Motor 
Bus prices upon application. Terms 


if desired. 


Tue Prerce-Arrow Motor Car Co. 
Buffalo, N. Y. 


“ “ “ 


Let your Pierce - Arrow 
distributor appraise 
your used truck 


He can handle it to your best advan- 
tage by reason of his long experience 
and ample facilities. 


Pieree-Arrow 


Dual-Valve--Dual-lgmition-“Worm GearDrive 
MOTOR TRUCKS 
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Cerro de Pasco Copper Corp. 





A Semi-Investment Copper Stock 


Unusual Financial Strength of Company Sets It Apart from 
Most Mining Enterprises—Influence of Silver on Earnings 


By FREDERICK HUNTER 








A TOWER of 
strength among 
copper producers, 


the qualities of the 


Record of a Sound Mining Company 


during the past year 
and the consequently 
smaller returns from 
this source. Here is an 
unexpected factor that 





Cerro de Pasco Copper 


has served to conteract 
for the time being the 
benefits accruing from 


Deprecia- 

tion & Cash & Gov. 
Depletion Securities 
(millions) (millions) 


i re so 
Corporationa laiti 


: “ 
taken for granted in _— Operating 


Income 
(millions) 


Share 
Earnings 


Ss 
well-informed quarters (millions) 


the constant increase in 





that the shares a good 
part of the time are 


$8.3 $4.3 $6.6 


$0.30 gross business, but the 





almost neglected from 


11.8 6.3 8.9 


latter is of far greater 


2.67 atte 
significance and consti- 





a stock market point of 
view. For the entire 


10.9 4.8 13.6 


2.87 tutes the paramount 





year up to date, the 


13.5 4.3 14.1 


consideration from the 


5.36 
longer range aspect, 





range of prices has 
covered less than nine 
points, this relative in- 





13.0 4.8 17.2 


4.05 especially if it again 
becomes possible to 


market copper metal at 








activity being due to 
the unsatisfactory cop- 
per market in conjunc- 
tion with the fact that the company 
has achieved a standing to appeal to 
the investment more than the specula- 
tive element. 

It is among the fortunate few to 
whom a consistently low copper market 
is not a catastrophe, as even-present 
levels of slightly over 18 cents a pound 
provide a very fair margin of profit on 
the basis of Cerro de Pasco’s cost of 
production, which, considering all fac- 
tors, is probably the lowest of any cop- 
per producing organization in the 
world. The result has been that in 
only one year in the past decade was 
there a deficit after all charges, and 
except in 1921 and 1922 the annual 
dividend was at least $3 per share. The 
security of the current $4 rate under 
conditions in the industry far from 
ideal, together with the greater dis- 
bursements possible in the event of even 
a moderate advance in the price of the 
metal, places the shares in an unusual- 
ly strong position with the chances all 
in favor of a steady enhancement in 
real value in the years to come. 


Properties 


The propert’es, like so many prolific 
copper deposits, are situated near the 
west coast of South America in Peru, 
to the north of the properties operated 
by the other two large-scale producers 
in that continent, Chile Copper, con- 
trolled by Anaconda, and Braden Cop- 
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per, owned by Kennecott. Mining in 
Cerro de Pasco dates back several cen- 
turies, but it is since the formation of 
the present company in 1915 that op- 
erations have been conducted in a suffi- 
ciently comprehensive manner to pro- 
duce results commensurate with the 
great natural resources with which the 
territory abound. Proper development, 
moreover, has been attended by diffi- 
culties which could have been sur- 
mounted only by the strongest kind of 
financial support. The region is deso- 
late and weather conditions are very 
bad. It required the construction of a 
special railroad to provide the neces- 
sary facilities for transportation of 
food, supplies, and mines output to and 
from the nearest main railroad artery. 
In the more primitive days llamas had 
been utilized for transportation pur- 
poses, so that until comparatively re- 
cently it had been practicable to ship 
only precious metals and ores having a 
very high percentage of copper. 

The high gold and silver yield is to 
a considerable extent responsible for 
Cerro de Pasco’s extremely low produc- 
tion cost of copper, the receipts from 
precious metal sales being credited 
against operating expenses in the cal- 
culation of this item. Copper produc- 
tion costs in recent years have been 
estimated as low as 4 cents per pound 
on this basis, although the current fig- 
ure is subject to revision upward owing 
te the precipitate decline in silver prices 


a price in excess of 14 
cents a pound. 

Actual receipts from metal sales in 
1926 were the largest in the history of 
the company, although a decline in net 
income from the preceding year brought 
the balance available for the capital 
stock from the equivalent of $5.36 to 
$4.05 per share. Inventory changes 
during the year are included in earn- 
ings, and being some 2.5 millions less 
at the close of 1926 than at the begin- 
ning, theoretical profits were affected to 
that extent. Lower silver prices ex- 
erted some influence and may be ex- 
pected to do so to a greater extent this 
year as the average price for 1926 will 
be well under that prevailing in 1926. 
The setback to earnings, however, on 
this account should fall short of $1 per 
share, for although silver output ap- 
proximates 15 million ounces annually, 
not more than 50% is mined by the 
company itself, the balance being from 
custom ores and not affected by price 
fluctuations. 


Deductions for Charges 


Another feature of the income state- 
ment is the very liberal deduction for 
depreciation and depletion amounting 
to around 40% of operating income and 
often equalling if not exceeding net in- 
come. Cerro de Pasco has at times 
and can legitimately draw on this item 
to a moderate extent to meet dividend 
requirements if necessity arises, $0 

(Please turn to page 894) 
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—“I wouldn’t take $100 for it—if I couldn’t repurchase it’’— 
Dr. J. A. SAFFIR, Chicago, Ill. 





—‘‘Worth more than its weight in gold to me’’— 
D. R. PECK, Detroit, Michigan. 





—‘T cannot recall any similar book that is its equal’’— 
GAGE P. WRIGHT, Chicago, IL 





—“‘Worth hundreds of dollars in sound advice’’— 
HAROLD DAVISON, New York City. 





—‘“Just one chapter is worth all you ask for the book’’— 
N. C. LACKLAND, Wilmington, Delaware. 





—‘‘The work of an experienced conservative thinker’’— 
WILLIAM V. BAKER, Chicago, Ill. 





—‘Miles ahead of any similar work that I have ever seen” — 
H. S. BEDAINE, Chicago, Il. 





—‘*The best book:of this nature that I have ever read’’— 


THOMAS P. ROLLYSON, Frametown, W. Va. 





—‘‘The product of an experienced and master mind”’— 
JOHN T. HARBINE, JR., Xenia, Ohio. 





—‘The best work on this subject that I have ever read”’ 
WILLARD P. HAWLEY, JR., Portland, Oregon. 





— ‘A masterpiece—the author should feel proud of it’”’ 
EDWARD C. LEE, Charleston, S, Carolina. 





—‘‘The book is selling at 10% of its true worth’ — 


Dr. H. Y. OSTRANDER, Brooklyn, New York, 
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FREE FREE 


Sn fristocracy of Successful Investors” 
120 BOYLSTON STREET 
BostTOoNn.MASS. 


Because I believe that as I am successful in placing my book, 


“Beating the Stock Market” 


in the hands of American Investors, I shall reduce the 
number of those who lose money and increase the 
number of those who make money in the stock 
market, I want to send you a copy. 
If you will return this coupon we will mail you a copy without charge, After you read it, you are free to send the $2.00 or return 
e book. 
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HOW SHALL PUBLIC UTILITIES COMPANIES 
BE VALUED? 


(Continued from page 843) 


CIR A LT Se AAR NEON ISAS 


possibly two or three years or more. 

Prices today in many particulars 
vary greatly from prices two years ago. 
even in this period of comparative- 
ly stable price levels, and the whole 
theory based on spot prices becomes too 
imaginative. No property valuation 
can reasonably be computed in this 
manner. Very likely the plant we are 
trying to value today would never have 
been built if we actually started to 
produce it today. Perhaps the plan 
would have been entirely different. 
With our knowledge of present demand 
conditions, past errors would never 
have been made, and property additions 
that subsequently proved disappointing 
would never have appeared on our bal- 
ance sheet. To reproduce the plant as 
it now exists merely serves to capital- 
ize at higher levels the bad as well as 
the good judgment of the management. 
Justice Brandeis, dissenting in the 
Indianapolis case, characterizes the 
reproduction cost method as an impos- 
sibility without Aladdin’s Lamp, a 


summary that states pretty concisely 
the actual situation. 

Its truth becomes more apparent 
when we realize that, even using the 
same price levels, engineers’ honest 
opinions differ 10 to 30%, while using 


different price levels the valuation esti- 
mates in this one case, for example, 
varied from $12,200,000 to $22,600,000. 
Yet the final decision gave decisive 
weight to the impractical and unscien- 
tific method of reproduction cost. 


Federal Decisions Impracticable 


The application of Federal valua- 
tions to state regulation of utilities is 
providing many difficulties for the State 
commissions. If every decision of the 
local courts and utility boards is to 
be appealed to the Supreme Court for 
review as to facts as well as law, our 
whole system of state regulation will 
be seriously hindered. The commis- 
sions now probably have enough work 
passing upon their own local cases in 
the small territory involved. But if a 
single body at Washington is to pass 
on every case of this nature, the in- 
efficiency will be worse than anything 
encountered during war time. The 
method will be too cumbersome and 
expensive and the probable result will 
be an increasing popularity for muni- 
cipal ownership. Whether one believes 
in public ownership of utilities or not, 
it will probably be admitted that the 
extension of the reproduction theory 
would give public ownership a great 
impetus, for rather than submit to 
such a holdup it is very likely that 
cities will build their own plants wher- 
ever possible. “With utilities owned by 
the public, at least nothing will be 
added to past investment by reason of 


870 


a rise in the general price level al- 
though one may argue that the inefii- 
ciency of municipal management will 
more than equalize matters eventually. 

Advocates of municipal ownership 
deplore the present system of state 
regulation with the consequent absence 
in many cases of local contracts be- 
tween municipality and utility. Their 
principal argument is that utilities can 
now go to the Federal courts under the 
14th Amendment to the Constitution— 
and this would not be possible if each 
utility had its own local sacred con- 
tract. If Supreme Court valuations 
are to continue along the lines of the 
recent cases, many advocates will be 
won over to the cause of public owncr- 
ship from the ranks of those who now 
visualize more clearly the disadvan- 
tages of public management. 

If regulation is to survive, it must 
be certain, definite and capable of 
speedy application in the determina- 
tion of rates which will do justice both 
to the public and to the owners of the 
utility. This can be accomplished only 
by a rate basis which takes as the con- 
trolling factor capital prudently in- 
vested. The better commissions have 
found the method satisfactory and un- 
der their guidance our utilities have 
made wonderful strides, with the public 
and the investor equally protected. 
Certainly efficient regulation will not 
be benefited by any system which bur- 
dens the public with exorbitant rates 
during a period of rising prices, and 
which would ruin the investor in times 
of depression. The actual investment 
plan has been used successfully so long 
that it needs no advocates. Yet the 
Interstate Commerce Commission fur- 
nishes additional precedent, for this 
group also holds the Federal theory 
unsound. In the St. Louis and O’Fallon 
railroad case, decided after the Indian- 
apolis Water controversy, a majority 
decided that no one was being deprived 
of property without due process of law 
if the railways were allowed to earn 
enough on their maximum investment 
to attract additional capital, and this 
can be done without reproduction 
cost. 

At best the reproduction theory was 
but a makeshift method instituted dur- 
ing the early days to deal with utili- 
ties built up under no government su- 
pervision. In the early eighties there 
were no electric light and few gas com- 
panies as we know them now. Valua- 
tion for rate making was purely a rail- 
road matter, and the early abuses in 
railroad financing are almost too well 
known to require comment. No true 
value could be set by means of securi- 
ties, for often stock had been thorough- 
ly watered and bonds issued with no 
legitimate security. Accounting had 
rarely been adequate and never uni- 


form, so the facts as to construction 
costs and financial operations were 
always questionable and it was impos. 
sible to find a true valuation from the 
company’s books. When reproduction 
cost was suggested merely as. a poor 
substitute for a better method, it was 
eagerly grasped as the best available 
under the circumstances. After sey. 
eral cases of this nature, with the re 
production cost theory generally ap- 
plied, it began to have what might be 
called “good standing” in the commu- 
nity. Apparently its defects were gl- 
ways understood until lately. Under 
modern commission regulation, however, 
no such situation exists, and certainly 
not in Massachusetts where the utili- 
ties have been under some sort of regu- 
lation since their inception. The bet- 
ter commissions not only pass upon 
rates but supervise accounting, secur- 
ity issues and additions to property. 
Their regulation had been fairly suc- 
cessful until the application of the re- 
production cost theory by the Supreme 
Court caused them to wonder if utility 
regulation is a state or a federal 
matter. 

Probably there will always be a con- 
flict between court and commission. 
The courts think only of present value 
of rights and properties and their prov- 
ince extends no further. The abler 
commissions, however, have the public 
welfare continually in mind. Their 
concern is for the future, and their 
work is well done if they establish rates 
which will allow earnings sufficient to 
institute improvements when necessary. 

The commissions really go much fur- 
ther than the courts for they try to 
establish a sufficient earning power con- 
sistent with good management. Their 
dealing with the utilities extends over 
a period of years, while the courts are 
concerned only in setting a valuation 
as of a particular date. Instead of 
clarifying, the Supreme Court opinions 
have clouded the issue. Each case has 
been regarded as a distinct entity with 
the result that decisions have varied in 
many instances from precedent. Even 
its own members have accused the 
court of abuse of its authority, and at 
least this is perfectly true. Justice 
Hughes, in the Minnesota rate cases, 
felt that the courts may only interfere 
with legislative action in clear cases, 
while in the Southwestern Bell Tele- 
phone Company case Justice Brandeis 
says: “A rate order may not be set aside 
unless evidence compels conviction that 
a fair-minded board could not have 
reached the conclusion that the rate 
would prove adequate.” No evidence 
has been presented in these cases to 
show that the utility commissions in- 
volved were not fair-minded boards, yet 
the Supreme Court has set aside their 
findings of facts as well as law. As 
for the facts, it is doubtful if this body 
is better able to pass on the questions 
involved than the several local courts 
and commissions, and as for law—de- 
cisions have varied to such an extent 
that there apparently is no dependable 
law on the question. Decisions seem to 
depend not on precedent of law of 
science but according to the historical 
background of the several justices. 
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Firestone 


Dealers 


Save You Money and Serve You Better 
with Clean, Fresh Stocks of Tires from 


148 Firestone Factory Warehouses 


Firestone secures raw materials direct from 
the sources of supply. 

Ten buying offices are located in the rub- 
ber growing centers of Borneo, Sumatra, 
Javaand Malaya, where rubber is purchased 
direct from the native planter and shipped 
to the modern Firestone plant and ware- 
houses at Singapore. Here it is washed, re- 
fined, graded and shipped to the Firestone 
factories in the United States and Canada. 

Firestone also purchases cotton in the 
primary markets of the world and ships it 
direct to the Firestone Cotton Mills. 

The Firestone factories are the most mod- 
ern type and are equipped with special 
machinery designed by Firestone engineers. 
This makes possible production of the most 
uniform quality of Tires at the very lowest 
cost, and gives motorists the advantages of 
special Firestone processes, such as Gum- 
Dipping—by which the cords of the car- 
cass are saturated and impregnated with 
rubber, minimizing frictionand heatand 
resulting in unheard-of tire mileage. 


Firestone dealers are served by 148 factory 
warehouses, enabling them always to have 
on hand clean, fresh stocks of merchandise. 
Firestone conducts Repair and Service 
Schools at the factories and in principal 
Branch cities, where Dealers and their re- 
pair men are given the advantage of learn- 
ing latest methods in the care and repair 
of tires, enabling them to give the service 
which can be obtained only at a Firestone 
Service Station. 


Thename “Firestone” appears on only one 
grade of tire and that is the highest quality. 
It is your guarantee of a tire scientifically 
designed for safety, comfort and long, eco- 
nomical mileage. 


Firestone also manufactures, for Firestone 
Dealers only, the ordinary, low-priced good 
tire and tube— Oldfield—carryingthe Stand- 

ard Tire Guarantee. 
Call on the local Firestone Dealer to- 
day. He will sell you tires at the lowest 


4 Pricesin history—saving you money and 
of Galt 


serving you better. 
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ODDLOTS 


For Safety— 
Counterbalance Your 
Holdings— 
BUY ODD LOTS! 


Safety is only one of the 
many features obtained by 
Odd Lot investors. 


Write today for copy of our 
booklet fully explaining the 
many advantages of Odd Lot 
Trading. 


Ask for M.W. 304 


100 Share Lots 
Curb Securities Bought or Seld for Cash 


New York Stock Exchonge 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


New York 


“Special Dep’t for Women Investors” 


50 Broadway 


Southeastern 
Power & Light 
Company 


Common Stock 


Special Circular on 
Request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchange and New York 
Curb Market 


115 Broadway 350 Madison Ave. 
New York New York 


Branch Office 
1605 Walnut Street, Philadelphia, Pa. 
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Earnings 


may have little effect upon 
day to day fluctuations but 
are an important item gov- 
erning market values over a 
period. 


Consult our Statistical De- 
partment without obligation. 


The 


ODD LOT 


department affords the same 
efficient facilities for execut- 
ing small orders as those for 
100 Share Units. 


Write for convenient handbook 
on Trading Methods and 
Market Letter MG 14. 
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Members New York Stock Exchange 
52 Broadway New York 
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carried on conservative margin. National Lead 44181 


65% 3 


27 9% 
"38% e114 
cLUlave O. Pfd, 35 ap lee e 53% 
roar Motor ‘Car sine 50 is a s5 48% 
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Stock and Bond 
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your securities can be quickly made 
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It also contains tables for calculating 
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stock yields. We shall bé glad to 
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Our Semi-Monthly Circular 
discusses CoMMON STOCK PRICE INDEX 
° (1925 Closing Prices =100) d 
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inten ot 1927 Indexes _ 1926 Indexes e 
‘umber o (264 Issues) Recent Indexes (288 Issues 
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Large Profits in : 
ci 
Common Stocks t 
lie 
The merits of carefully chosen common ye 
stocks as an investment have been con- 
clusively shown over a period of years. 
Profits have grown and d.vidends have 
been substantially increased. 
wh 
CommonStock Trust Shares i 
CHATHAM PHENIX NATIONAL he 
BANK AND TRUST CO., id 
New York, Trustee = 
Pp an i in the stocks of 
100 leading American corporations, all 
highly ratec by Moody’s Service. . 238 tu 
m: 
THE MAGAZINE oF STREETS cu 
COMMON STOCK PRICE INDEX du 
( CLOSING PRICES = 100) 
18 
926 — —— 1927 aA rn 
Ay 
(An unweighted Index of weekly closing prices, specially designed for investors. The Mm 
soa = epee 264 tssues, a tcp wens = ——t. ag oan aged og i in 
: 90% of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
United States Shares fl It is compensated for stock dividends, rights and assessments; and reflects all important price 19 
e movements with a high degree of accuracy. Our methd of making annual revisions in the sh 
Corporation list of por ene. renders it possible to keep the Index — with “pean on ——— vi 
Broad: in th et, without % iri its continutt int ci tive tnaccuracies. 
Fifty any. Tel, Beuling = 4862 in the mar impairing its continuity or introducing cumulative i 
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dend seems a reasonable expectation 
for the not distant future. However, 
expenditures in connection with expan- 
sion program on the Pacific Coast is 
likely to defer dividend action until 
that project has been completed. 
Nevertheless, we regard fundamentals 
underlying the enterprise favorable to 
an extent to justify the belief that 
where patience is employed and the 
shares are held for the reasonably long 
pull, the results achieved should war- 
rant holding. 


SIMMS PETROLEUM 


Would you advise me to average down the 
cost of my investment in Simms Petroleum? 
I could do it very_mnicely around the present 
price inasmuch as I patd $26 for 50 shares 
several years ago and $21 for 50 additional 
shares last February.—I. A. M., Detroit, Mich. 

Simms Petroleum, while a complete 
unit in the oil industry, represents one 
of the smaller organizations. An ex- 
amination of its past earnings record 
discloses considerable irregularity. Fol- 
lowing deficits in 1920 and 1921, earn- 
ings in 1922 were equal to 30 cents per 
share; 51 cents in 1928; $2.81 in 1924; 
$3.85 in 1925, and $2.17 in 1926. Pro- 
duction averaged 10,117 barrels daily 
for the year 1926, and despite an in- 
crease in the first half of 1927 to an 
average of 11,000 barrels daily, a deficit 
was incurred, after all deductions, 
including intangible drilling costs, of 
$136,219 against a profit of $125,728 in 
the same period of 1926. The decline 
may be ascribed to the depressed condi- 
tions prevailing in the petroleum in- 
dustry, and low price levels of crude oil 
and its products, in view of which, and 
to conserve cash resources, directors 
have deemed it advisable to defer divi- 
dend payments. On the whole, we do 
not regard the company’s position suffi- 
ciently strong to withstand a pro- 
tracted period of depression, and be- 
lieve you would do well to liquidate 
your present holdings. 


METRO-GOLDWYN PICTURES 


Some time ago I noticed that there has been 
wholesale cutting of salaries and expenses in 
the motion picture industry and I assume that 
Metro-Goldwyn, in which I'am a preferred stock- 
helder has also benefited from the result in 
saving wages and expenses. What is the div- 
tdend outlook? My stock cost me $24 in 1925. 
—N. 0. P., Knoxville, Tenn. 

Capitalization of Metro-Goldwyn Pic- 
tures Corp. is represented by approxi- 
mately 180,000 shares of $27 par 7% 
cumulative preferred (having been re- 
duced from an authorized amount of 
184,098 shares through sinking fund), 
and 620,000 shares of $5 par common, 
the latter wholly owned by Loews, Inc. 
Against preferred dividend require- 
ments of $1.89 per annually, earnings 
in the twelve months ended August 31, 
1926, were equal to $16.94 a preferred 
share, compared with $10.90 in the pre- 
vious year, followed by $16.90 in the 40 
weeks ended June 5, 1927. Definite in- 
formation is lacking regarding to what 
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Paying the Price 


for Popularity 


__ may be thoroughly sound but when its merits are not 
generally appreciated it may usually be purchased to yield 
substantially more than bonds of comparable security which 
happen to be riding a wave of popularity. 


Some of the most attractive investment opportunities available 
in the bond markets today are to be found among those newer 
issues whose market prices have not yet been strongly influenced 
by popular demand. 


Becaust its offerings are selected on the basis of intrinsic worth, 
stability of income and possibilities for market appreciation, The 
National City Company always has available a choice of more 
desirable higher yield issues whose merits justify inclusion in the 
holdings of the average investor. 


ExpERIENCED bond men at any of our offices may be able to sug- 
gest rearrangements in your bond list which will increase your 
income without jeopardizing your security. 


The National City Company 


Head Office: 55 Watt Street, New York 
Uptown Office: 42ND Street AT MApison AVENUE 
Brooklyn Office: 181 MontTAGUE STREET 


Offices in more than 50 Cities in the United States and Canada. 
11,000 miles of private wires to serve you quickly and effectively. 






































International Securities 
Corporation of America 


Second International 
Securities Corporation 


For information about these investment trusts, 


address AMERICAN FOUNDERS TRUST 
(A Massachusetts Trust), 50 Pine Street, New York 












































Territory to which rail rates from Balty- 
more are equal to or lower than New York 
rates and equal to Philadelphia races 


BALTIMORE 


metropolis of 
MARYLAND 


seaport of the 
MIDDLE WEST 


gateway to the 
SOUTH 


BALTIMORE is the second port 
of the United States (exceeded only 
by New York) in foreign trade ton- 
nage, and first in tonnage to the Pa- 
cific Coast via the Panama Canal. 
The Port of Baltimore has 28 steam- 
ship lines operating 46 services in 
foreign trade, 10 lines in Pacific 
Coast trade, 12 in Atlantic Coast 
trade, 17in Chesapeake Bay trade. 

















obese contains more than 51% of Maryland’s pop- 
ulation and more than 72% of the State’s property 
value as assessed for taxation. The net bonded debt of the 
State is less than 1.35% of the assessed valuation of Bal- 
timore alone, and less than 1% of the assessed valua- 
tion of the entire State. Hence State of Maryland Bonds 
afford exceptionally strong security. Their yield of 3.80% 
to 3.90%, exempt from all Federal income taxes, is equiva- 
lent to taxable yields of 4.50% to 5.20% for investors whose 
taxable incomes range from $32,000 to $100,000 or more. 


For further information about State of Maryland Bonds, 
write for Circular M-16 


THE BALTIMORE TRUST COMPANY 
The Largest Trust Company in the South Atlantic States 


COMPLETE BANKING, TRUST & INVESTMENT SERVICES 


CAPITAL & SURPLUS $7,000,000 TOTAL RESOURCES $65,000,000 


85,000 DEPOSITORS 
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Hush-A-Phone 


HE only successful phone 
silencer. Adopted by 
4,000 Banks, and 50,000 rep- 
resentative concerns in U. S. 
and abroad. Snaps instantly 
on mouthpiece of any phone. 


For Demonstration Phone Mad. Sq. 5382 
For Literature Write 


Hush-A-Phone Corp., 19 Madison Ave., Nv. Y. 











UTILITY 
SECURITIES 
COMPANY 


CHICAGO 
St.Louis Milwaukee Indianapolis Louisville 


announces that all Chicago 
offices are now located at 


_ 230 So. La Salle St. 


———— 





extent the company has found it neces. 
sary to effect operating economies by 
cutting salaries, or otherwise, but the 
upward tendency in profits would seem 
to reflect a satisfactory situation. Lat. 
est balance sheet discloses a sound 
financial condition, and the wide mar. 
gin of earnings above preferred divi. 
dend requirements influences us to be. 
lieve you would be justified in retain. 
ing for income purposes, together with 
reasonable possibilities of some price 
appreciation over a period of time. 


NATIONAL DEPT. STORES 


I would appreciate your advice regarding 


& 


ecg ll ay aay ly gg hy ml “Tividoey 
lh seis eM onagh have a small paper 
‘ y holdings and I am not particular] 
worried about the future of the company in 
MB i= Pg gens of adding scme of the 
rete alg ock to my list.—S. A. C., Buffalo, 
; Following sales in excess of 61 mil- 
lions in 1921, National Department 
Stores reported a volume of 57.8 mil- 
lions in 1922, with consistent increase 
in subsequent years to a record of 82 
millions in the year ended January 31 
1927. However, operating expenses 
have shown a disquieting tendency to 
mount, and despite gradual decline in 
the number of first preferred shares 
outstanding, earnings last year were 
equal to $21.32 a share of first pre- 
ferred and 84 cents per share of com- 
mon, compared with $20.45 on the pre- 
ferred and $1.47 on the common in the 
preceding year. Figures in 1925 were 
$30.12 and $3.12, respectively, on the 
first preferred and common. Latest 
balance sheet discloses current assets 
of 25.5 millions, current liabilities 10 
millions, leaving 15.5 millions net work- 


‘ing capital. Cash amounted to 2.7 mil- 


lions, inventories 13.2 millions, and 
bank loans stood at 4.5 millions. Capi- 
talization is 91,482 shares 7% cumula- 
tive first preferred; 54,000 shares 7% 
cumulative second preferred and 550, 
000 no par common shares. In view of 
the uncertain tendency in profits over 
a period of years, and until further 
progress is shown toward liquidating 
inventories and bank loans, dividends 
on the common lie in the distant future. 
Frankly, we see no incentive to hold 
the junior shares. The preferred may 
be held by one in a position to assume 
a business man’s risk. 


HAPPINESS CANDY STORES 


You will oblige me very much by printing 
something in your Magazine about Happiness 
Candy Stores. I know you recommend. prin- 
cipally Stcck Exchange securities but this has 
been very active on the Curb for some vears 
and TI feel it is a sound security. I paid $8 
a share for my holdings. How are the earn 
ings of the company? Are they increasing? 
What ts the dividend situation and the market 
outlook? —E, J. F., Rochester, New York. 

Happiness Candy Stores, Incorpo- 
rated, as you undoubtedly know, oper- 
ates an extensive chain of retail candy 
stores containing soda fountains, some 
stores having complete restaurant serv- 
ice. In 1925 arrangements were made 
with the United Cigar Stores to dis- 
tribute the company’s products in their 
stores. Happiness Candy has five fac- 
tories located in New York City, Long 
Island City, Philadelphia, Baltimore 
and New Orleans. In July, it acquired 
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the Mirror Co. operating about 30 candy 
establishments, principally in New York 
City. It is reported that the organiza- 
tions will be combined later, with possi- 
bilities of new financing. 


In further- 
ance of the company’s expansion pro- 
gram and for the purpose of conserving 
cash resources, dividend policy has re- 
cently been changed through the decla- 
ration of a stock dividend of 1/40th of 
one share of stock in place of semi- 
annual dividend in cash at the annual 
rateof50centsashare. Capitalization 
now consists of 1,067,982 no par shares 
of capital stock, all of one class. Earn- 
ings in 1926 were equal to 51 cents per 
share, against 55 cents in 1925. Re- 
sults in the current year to date are 
not definitely known. We recognize the 
enterprise as being fundamentally 
sound and capably managed, but in- 
creased returns to shareholders seem 
to lie in the distant future, and the 
shares appear to be selling about in 
lines with their actual worth. We re- 
gard the issue as a fair speculative 
holding for the extreme long pull. 


CUSHMAN’S SONS 


I have been a stockholder in Cushman’s Sons, 
Incorporated for several years, the stock having 
cost me about $80 a share. How are the com- 
pany’s earnings running? Do you, think the 
stock_ still has Fatal market possibilities?—A. T. 
T., St. Louis, Mo. 

Cushman’s Sons, Inc., is engaged 
principally in the manufacture of 
bread, rolls, cakes and pastries, own- 
ing a chain of about 100 retail bakeries, 
mostly in New York City, manufactur- 
ing bakeries, routes for distributing 
bakery products, etc. Sales and earn- 
ings have shown almost consistent 
growth since 1919, results from opera- 
tions in 1926 being equal to $7.07 a 
common share, followed by $5.56 a 
share in the six months ended June 30, 
1927, compared with $4.09 in the first 
half of 1926. Latest balance sheet dis- 
closes a financial condition the best in 
the company’s history. Market prices 
of the common, however, have kept 
pace with growth in operations and 
earnings to date, and the shares do 
not seem outstandingly attractive at 
present. 


SUPERHEATER 


Several years ago at your suggestion I pur- 
chased 50 shares of Superheater at $65 a share. 
While I occasionally see it quoted around 172, 
I cannot seem to find where it ts traded in, 
nor do I get any information regarding the 
company except its annual report. hould I 
continue to hold this or cash m on my profit? 
—A. G. G., Columbus, Ohio. 

The Superheater Co., in addition to 
being designing engineers, are engaged 
in the manufacture and sale of super- 
heaters for locomotive, marine and sta- 
tionary boilers under a large number of 
United States, Canadian and foreign 
patents, and also manufactures and 
sells feed water apparatus for locomo- 
tive service and miscellaneous equip- 
ment in the line of pipe coils, stills, etc. 
Capitalization is represented solely by 
193,775 no par shares. Latest balance 
sheet shows current assets of 16 mil- 
lions, current liabilities 3.2 millions, 
leaving 12.8 millions net working capi- 
tal. Cash and marketable securities 
aggregated 13.58 millions, and there 
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Eliminating Guesswork 
in Investments 


Just as you seek an experienced physician in 
case of illness, or look to a capable attorney 
to handle your legal problems, you should 
carefully select a responsible and experienced 
advisor in the matter of your investments. 




























Few business and professional men and women 
possess, or even wish to possess, an intimate 
knowledge of all factors affecting investments 
today. That is why they come to this old ex- 
perienced house to eliminate the “guesswork” 
in choosing their investments. 


No obligation in consulting our 

officers. Write for our ‘Rules 

for Safe Investment.”? Ask for 
Booklet N-344 





AMERICAN BOND & MortcAce Co. 


Capital and Surplus over $9,000,000 


345 Madison Avenue 
New York City 


127 North Dearborn Street 
Chicago 


Offices in over 30 Principal Cities 
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Puts - Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin ac- 
counts; to supplement margin; and in place of stop 
orders. 


Profit possibilities and other important features are 


described in Circular W. Sent free on request. 
Quotations furnished on all listed securities 


S. H. WILCOX & CO. 


Established 1917 
66 Broadway 


Incorporated 


New York 
Telephone Hanover 8350 
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There are 420,000 owners 
of American Telephone and 
Telegraph Company stock 


HE parent company of the Bell System is publicly 

owned and it is operated by a management spurred 
to constant improvement by the largest industrial research 
organization in the country. 


Vital facts that insure safety for A. T. & T. investors: 


Uninterrupted dividend record for 47 years. @ Earnings 
that provide an ample margin of safety above dividend re- 
quirements. @ A management recognized as far-sighted and 
conservative and yet progressive. @ An ownership averaging 
91.65% of the common stock of the associated telephone com- 
panies comprising the Bell System. @ A business that is an 
integral part of the growth of the country. Q A research and 
engineering staff that insures unceasing developments and im- 
provements in service. 


A. T. & T. stock can be bought in the open market to secure 
a good return. Write for booklet, ‘‘Some Financial Facts.’’ 


BELL TELEPHONE 
SECURITIES CO. ine 


gS y 
195 Broadway al ; NEW YORK 


Ss, 


Fenner & Beane 
60 Beaver St. — New York 
Fenner & Beane Bidg.— New Orleans 


Members 


ie & k Excha Chicago Board of Trade 
v ¥ ale a a Eseliens Sugar & Rice Exchange 
N. Y. Coffee & Sent Batanpe Af ie homey | Seshenee . 
1 Cotton ange ew Orleans Boar rade 
a Oo Rubber Exchange of N. Y. 


Associate Members 
N. Y. Curb Market Ass’n Liverpool Cotton Ass’n 





STOCKS COTTON GRAIN COFFEE 
SUGAR RUBBER PROVISIONS 





Bought and sold for cash or carried on conservative margin 
Private wires to New Orleans, Chicago and principal points throughout South 


were no bank loans. While the com. 
pany does not publish income state. 
ments, it is significant that in spite of 
a record of liberal dividends over 
period of years financial condition hag 
steadily improved, with substantia] 
yearly additions to surplus account, 
The enterprise seems to face an optimis- 
tic outlook, and we believe you would 
do well to retain your position with 9 
view to developments. The shares ep- 
joy a fairly active market over-the- 
counter in New York City. 


HUDSON & MANHATTAN 


What is_ the outlook for Hudson and Man. 
hattan? Can you tell me if the unseasonal 
weather has had an_ adverse effect on the :com. 
pany’s earnings? What is the reason for the 
weakness in the stock? I have had it for several 
years, having purchased it im 1925 at 27. Of 
course I still have 100 per cent profit but do 
not want to see it dwindle.—J. J. D., Jackson 
Miss. ‘ 

Hudson & Manhattan Railroad is en- 
tirely a passenger railroad with a large 
amount of commuter traffic. Gross 
revenues show seasonal decline during 
the summer months, that being the va- 
cation period. Gross has run true to 
form in the current year, although at a 
higher level than in the same period of 
1926. Increased efficiency in operations 
has resulted in a _ proportionately 
greater gain in net so that earnings in 
the six months ended June 80, 1927, 
were equal to $2.50 a common share 
against $2.29 in the corresponding pe- 
riod of 1926. Though enjoying the 
benefits of constant municipal growth, 
the company is not restricted to the 
5-cent fare limitation of New York 
City lines, inasmuch as it operates 
under the jurisdiction of the Interstate 
Commerce Commission. However, 
while we regard prospects of future 
growth in traffic volume and earnings 
sufficiently favorable to lend a measure 
of attraction to the common for the ex- 
treme long pull, present prices would 
seem to discount the future a consider- 
able distance ahead. 


TRADE TENDENCIES 
(Continued from page 866) 
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in unfilled orders as of September 1st, 
the Steel Corporation probably in- 
cluded. Under the circumstances it 
does not appear as though an improve- 
ment of any consequence wiil be wit- 
nessed before the middle of September 
unless some unexpected buying comes 
into the market. : 
While the situation is not conducive 
to strength, prices have held steady. 
This may be attributed to the sparsity 
of new business; had there been any 
sizeable orders to compete for, n0 
doubt concessions would have been of- 
fered. However, this does not hold 
for all products; sheets have been 
firm, while plate and shape prices are 
lower. : 
Railroads are doing very little with 
regard to equipment buying. Although 
they are making inquiries for 1928 rail 
requirements, this does not affect the 
immediate situation. Owing to ur 
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favorable conditions in the oil industry, 
pipe demand has continued slack. Buy- 
ing by the automobile industry so far 
has not come up to expectations. The 
large volume of building continues to 
make structurals the back-log of the 
industry. 

Pig iron has been displaying a better 
tone. Prices are holding steady at re- 
cent advances, and shipments have 
picked up quite a bit. Although new 
business has not shown a marked in- 
crease, incoming orders have been con- 
siderable; inquiries are appearing on 
a more regular scale and in larger 
quantities. 

Coke has failed in any marked move- 
ment as yet, but prices are holding 
frm. Many buyers are revealing more 
interest as they believe that the situa- 
tion has improved to such an extent 
that the filling of some requirements 
at this time is warranted. 





LEATHER 











Strengthens Position 


Beginning with the Fall of 1925, 
various changes have been witnessed 
in the leather industry which have had 
a great deal to do with the present 
much improved situation. One of the 
most important occurrences has been 
the gradual displacement of range 
cattle for farm animals. This develop- 
ment has been slow, and its effect on 
conditions felt only recently. Cattle, 
under closer supervision on the farm, 
are consequently in much better con- 
dition, usually running about 200 
pounds heavier than those bred on the 
ranges. Hides as a result of this are 
of a superior quality, but the outcome 
has also been a more limited number 
which has resulted in higher prices; 
and this situation has been further im- 
proved by the fact that Argentine 
receipts have been noticeably smaller 
than heretofore. The advance in hides 
as was to be expected, has added fresh 
impetus to finished leather prices; and 
this in turn is reflected in higher shoe 
prices. It is significant to note that a 
contract recently given by the Govern- 
ment to a leading shoe manufacturer 
was placed at a dollar more per pair 
than was the case last year. 

It is a recognized characteristic of 
this industry that the earnings posi- 
tion of both tanner and leather manu- 
facturers is more favorable when hides 
are at a higher level than otherwise; 
and while curtailment which began in 
May will offset, for the time being, 
price advances, many companies will be 
in a position to benefit by new price 
scales in October. 

Buying of leather has gone ahead 
with great activity from June up to 
about the middle of August; at this 
time the market has become quieter, 
which is to be expected after a period 
of heavy buying, and it is hoped that 
markets will remain so for a time in 
order to give tanners an opportunity of 
covering hide requirements at current 
levels. The opinion is prevalent in 
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‘Associated System 


Founded in 1852 


Only 8¢ a Day per Family For 
Electricity in 1926—7¢ in 1914 


The amount spent per family for electricity in 
the United States in 1926 was scarcely any more than 
in 1914. In terms of the 1914 dollar it was less. In 
1926 it was only 1.4% of the family’s daily expendi- 
ture while in 1914 it was approximately 2%. 

The total electric output in 1926 was five times as 
great and the number of customers four times as 
great as in 1914. This remarkable increase in output 
has been due primarily to an almost parallel increase 
in customers and only slightly to the increased use 
in the home. 


Only 1 Electric Refrigerator In 40 Wired Homes 


The untouched possibilities for increasing the 
service of electricity in the home are obvious. With 
the exception of the flat iron, electric appliances as 
yet are used in a relatively small number of wired 
homes. 

The management of the Associated System is en- 
deavoring to promote the profitable growth of its 
business by increasing the uses and benefits of elec- 
tric service in the home. It has made a substantial 
beginning through its recently enlarged New Busi- 
ness Department. 


Associated Gas and Electric Company 
Incorporated in 1906 


Write for descriptive. booklet “K” 


61 Broadway New York 




















E extend the facilities of our organization to those 
desiring information or reports on companies with 
which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $100,000,000 
Two Rector Street, New York 











SAVE $8.20 


Get this Trading and Investing Library 
at 40 Per Cent Off the List Price 


| $20.50 Worth of Books for $12.30 


Each Volume is 
—Easily Understood 
—Thoroughly Practical 
—Amazingly Simple 
—Fundamentally Sound 





Studies in Stock Speculation—Vols. I and I]—These two valuable books 
cover the subject of trading from its most elemental to its most scientific 
phases. They cite instances and give examples to explain all the difficult 
angles of market operation. 


You and Your Broker—This book explains very carefully every relation- 
ship between your broker and yourself, 


Fourteen Methods of Operating in the Stock Market—COPY, DON’T 
ENVY the big successful trader. A complete description of the methods 
used by some of the biggest operators are fully described in this book. 
YOU should know how to adapt their methods to your trades. 


Financial Independence at Fifty—At 50 will you be an object of another’s 
charity? According to insurance statistics 65 people out of every 100 
are dependent upon others before they are 65. his book will show 
you the WAY out of the RUT. 1927 Revised Edition. 


A BC of Bond Buying—Whether you buy bonds for safe investment or 
for price appreciation, or both, this book gives the fundamentals necessary 
in making the right choices and watching your holdings. Invaluable for 
the conservative investor. 











The authors of these books are all EXPERIENCED TRADERS AND 
INVESTORS. They tell you in plain, straight-from-the-shoulder lan- 
guage of their experiences. They tell you how they succeeded—where 
they failed—and how they corrected their trading and investing faults. 


YOU can profit from their successes and LEARN from their mistakes. 


While we will sell single copies at the price mentioned on the coupon, 
we suggest that you take advantage of our liberal offer by ordering the 
entire set. 


~~ nnn Fill Out and Mail—Blaze Your Own Trail to Success: ~~" "~~ 


THE MAGAZINE OF WALL STREET, ae 
42 Broadway, New York City 
Gentlemen :— 

0) Send Entire Set, 6 Volumes, C. O. D. $12.30. 

0) Enclosed $12.30. Send the Entire Set, 6 Volumes. 

O Send C. O. D. $ the vols. checked. 

0 Enclosed $ Send vols. checked. 


Regular Regular 
Price Price 





O Fi fal Ind d at 50...$3.25 


A. B. C. of Bond 
0 You and Your Broker Oo C. of Bond Buying 


0 Fourteen Methods of Operating 3.25 
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leather circles that hide prices are op 
a solid foundation and that the shorter 
kill presages continued strength in the 
near future. 
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HOW TO PROTECT BENEFFICI. 
ARIES WHEN BUYING 
LIFE INSURANCE 


(Continued from page 862) 
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right reverted to the estate of the bene. 
ficiary, contingent of course upon the 
policy’s being maintained in full force 
and the premiums paid. 

These. absolute vested rights, hov.- 
ever, do not obtain under modern pul. 
icy contracts. The usual provision now 
in cases where the right to change is 
not reserved by the insured is that the 
proceeds are payable to the beneficiary 
“if living.” Under such contingent in- 
terest, the insured has the right under 
an irrevocable policy, as well as under 
one where he has reserved the right to 
change, to appoint a new beneficiary if 
the one originally named predeceases 
him; and on the death of one bene- 
ficiary it is always well to take early 
steps to name another, or others. 


Naming Children as Beneficiaries 


In placing insurance for the benefit 
of his children, a man will frequently 
name minor children as _ beneficiaries, 
without reserving to himself the right 
to change the beneficiary. This is 
unwise, as a rule, because in such 
case no dealings can be taken with 
the policy without having a_ guar- 
dian for these minor children appointed 
by the court. The insured in this way 
practically loses all initiative in re- 
gard to the policy, because he can take 
no steps concerning it, i. e., policy 
loan, cash surrender, or other action 
necessary in time of stress—except in 
joint action, and with consent of the 
minors’ guardian. When minor chil- 
dren are beneficiaries the insured 
should in nearly all instances reserve 
the right to change the beneficiary at 
will. When the children come to years 
of discretion the situation may be 
changed if thought desirable. 


Life Insurance for the Benefit of a 
Creditor 


Life insurance is sometimes taken to 
protect the interests of a creditor. In 
some cases the creditor agrees to pay 
the premiums on the policy being cat 
ried for his protection. In such case 
to strengthen the protection, the credi- 
tor should be named as_ beneficiary 
without the insured reserving the right 
to change. As above mentioned, how- 
ever, most policies now stipulate that 
on the death of any beneficiary the I 
terest will revert to the insured. | n- 
der such conditions the creditor's rights, 
particularly if he is paying the vf 
miums, are not sufficiently safeguarded, 
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hecause in event of his prior death the 
policy would come under the control of 
the insured. The better plan in such 
circumstances therefore would be to 
have the policy written as payable to 
“Estate,” and thereafter have an as- 
signment executed in favor of the credi- 
tor. In other words, protection of this 
kind should be properly safeguarded in 
the interests of the creditor, and not 
made dependent upon the good faith or 
yerbal assurance of the debtor on whose 
life the insurance has been placed. 
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WABASH HOLDS STRATEGIC 
POSITION IN MERGER 


(Continued from page 849) 
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mitigate the otherwise reasonable ob- 
jection which might be raised to the 
percentage as a whole. Anthracite coal 
constituted but 22.21% of the total 
traffic; clay, gravel, sand and stone, 
9.06%; anthracite coal 1.44%; salt, 
116% and iron ore, .98%. One point 
of comparison between the 1915 and 
the 1926 percentages perfectly illus- 
trates the character of development of 
the territory directly or indirectly 
served by the Wabash, and that is the 
reduction in the percentage of products 
of agriculture and the corresponding 
increase in manufactured products—a 
profitable transposition from the rail- 
road viewpoint. 











1915 1926 
Per cent Per cent 
20.69 14.19 

7.70 4.57 
35.26 37.32 
6.94 5.34 
20.95 33.87 
8.46 4.31 


Commodity 
Prod. of Agriculture. 
Prod. of Animals.... 
Prod. of Mines...... 
Prod. of Forests.... 
Mfg. and Misc...... 
POM ay <6 ovieteeieieton 








Valuation 


The widest discrepancy exists be- 
tween the Interstate Commerce Com- 
mission and the Wabash management 
as to the value of the physical prop- 
erty. The commission’s valuation as of 
June, 1919, was about $107,000,000, 
which, with subsequent additions and 
betterments, would bring the figure up 
to about $150,000,000. As against this, 
the management claims a valuation of 
$72,000,000. On the commission’s val- 
uation, a total value is indicated suffi- 
cient only to cover the bonds and pre- 
ferred stocks; on the company’s figure, 
the common stock would have a value 
of about $335. On the other hand, the 
company’s present book figure strikes a 
medium between these two figures and 
Would indicate a book value of about 
$150 a share for the common. Ulti- 
mately, the question will have to be 
settled whether or not present replace- 
ment costs are to be accepted as the 
basis of valuation for rate making pur- 
poses rather than valuations as of an 


SEPTEMPER 10, 1927 




















All for One 


An Advertisement of 
the American Telephone and Telegraph Company 


A SLEET storm descends, 
carrying down trees and 
wires. A wind turns out- 
law and blows down a pole line. 
Or some swollen river rampages 
through a circuit of destruction. 

But wherever angry nature 
attacks the Bell Telephone Sys- 
tem there are repairmen trained 
to meet the emergency, and 
everywhere trained in the same 
schools to the use of the same 
efficient tools. Supplies of sur- 
plus equipment and materials 
are kept at strategic points 
whence they may be rushed by 
train or truck to the devastated 
area. 

Throughout the Bell System, 





all construction and prac- 
tice are standard, so that 
men and supplies, when 
necessary, may be sent from one 
state or company to another. 

There are twenty-five Bell 
Companies, but only one Bell 
System—and but one Bell aim 
and ideal; stated by President 
Walter S. Gifford as: 

“A telephone service for this 
nation, so far as humanly pos- 
sible free from imperfections, 
errors and delays, and enabling 
anyone anywhere at any time 
to pick up a telephone and talk 
to anyone else anywhere else in 
this, country, clearly, quickly 
and at a reasonable cost.” 
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THE STORY OF INSURANSHARES TRUST 

CERTIFICATES 
This 14-page booklet explains in concise way 
the benefits to be derived from investing in 
Insuranshares a form of investment trust 
made up of shares of first line insurance 
companies. Your free copy is waiting to be 
a forward your name and address 
to 


CURRENT OPPORTUNITIES IN INVEST- 
MENT TRUST SECURITIES 
Also all latest developments fully set forth 
in a monthly periodical—No holder of In- 
vestment Trust issues can afford to be 
without the information contained in this 
periodical—gratis on request. (429) 








Marginal Trading 


We have published a Booklet contain- 
ing a concise treatise and setting forth 
several general rules on this subject. 
It also briefly discusses 


Advantage of Odd Lot Buying 

Common Stocks Versus Bonds 

Data helpful to investors is also given. 
Copy free on request 


M. C. Bouvier & Co. 


Members New York Stock Exchange 


20 Broad St. New York 
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You Never Miss a Single 
Day’s Interest With a 
Baird and Warner Bond 


One of the many advantages of our safe, first mortgage bonds to 
the average investor, is the fact that your money is earning 6 per 
cent from the very moment you invest it in such a bond. There 
are no in-between periods when your money is not working. 


And the fact that you don’t need to start with $1,000.00 or $500.00 
to get 6 per cent on your money, with the highest degree of 
safety, makes Baird & Warner Bonds one of the most attractive 
as well as safe forms of investment. 


As you don’t obligate yourself by writing, we 
suggest you let us know your requirements, so 
we can send you our Investment Plan with 
authoritative facts on bond issues, 
which may exactly meet your condition. 
if you are not ready to invest right now, it will 
be helpful to have such information before you. 


BAIRD & WARNER 


many of 
Even 
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Securities Carried on Conservative 





Margin 





Weekly 
Stock Letter 


—pointing out economic 
conditions that may have 
a vital bearing upon the 
course of security prices. 


Sent gratis on request for M. W. 4 


120 Broadway 





Out-of-Town 
Accounts 


A special department of our 
organization is completely 
equipped to give a prompt 
and effective service to out- 
of-town clients. 


We invite correspondence, 


Josephthal & Co 


Members New York Stock Exchange 


New York 


Telephone Rector 5000 
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arbitrarily fixed date when reprody. 
tion costs were materially lower. In the 
case of the public utilities, every 
Supreme Court decision thus far has ip. 
sisted upon the use of present-day re. 
production costs. 

Marketwise, the position of the Wa. 
bash equity issues is entirely specul. 
tive and the future depends largely 
upon the ultimate line-up of the whole 
consolidation structure. The possibilj. 
ties, however, are interesting and sug. 
gest wide fluctuations in these stocks 
before the issue is brought to a close, 
Obviously, the stock is a suitable com. 
mitment only from a very long-range 
viewpoint. For ordinary investment 
purposes, there are many more attrac. 
tive stocks. 
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THE BOND MARKET IN 
PERSPECTIVE 


(Continued from page 845) 
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perhaps a moderate contraction by 
virtue of a downward tendency in basic 
commodity costs. 

Offsetting these influences to some 
extent is the growing total of new capi- 
tal issues floated in 1927. Against av- 
erage monthly flotations of $307,400,- 
000 in 1926, the average for the first 


‘seven months of 1927 reached $479, 


000,000, while Federal Reserve loans to 
brokers and dealers since June, have 
been well over the three billion mark. 
On the other hand, the further reduc- 
tion of the rediscount rate of the New 
York bank to 34%%, total Federal Re- 
serve gold reserves at over three bil- 
lion increase in the reserve ratio and 
a continued favorable balance in the 
movement of gold all indicates an in- 
definite continuation of the present 
ease of credit. If, as some observers 
believe, industrial activities are in line 
for curtailment, then the funds so re- 
leased must seek other employment and 
will gravitate largely toward the fixed 
income type of security. 

Thus one is obliged to conclude that 
the present factors favor a continua- 
tion of the broad upward trend in bond 
prices, interrupted, perhaps, by such 
pauses as marked the market of June 
and July. Before a reversal of the 
main trend is to be expected, there must 
be indications of an unfavorable gold 
movement not compensated by a de- 
cline in domestic credit demands and 
an alteration of the present downward 
trend in the commodity price index. 
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HOW TO ANALYZE YOUR 
INVESTMENT HOLDINGS 


(Continued from page 859) 
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non-callable feature of the former is- 
sue, led to its inclusion in the group 
and the switch from American Sugar 
6’s 1937 to Schulco Co., Guaranteed 
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Series “B” 6%4’s 1946. The Sugar bond 


a is now callable at 104, a figure which 
" “a ° ‘3 automatically lower each year until 
“ hawt 1931. Although there appears to be no 


immediate prospect of retirement, the 


¥ ‘ ne ae 

day re. call feature will certain limit market 
th prospects from this point. 

on Wa- The Schulco bonds are secured by a 


blanket mortgage on various parcels 


l . 
Pre of real estate, well situated from the 
Dossibili- standpoint of earning ability in Greater 
ind sug. New York and leased by the Schulte 


Retail Stores Corp., for 85 years, a 
period well beyond the life of the bonds. 
A fixed portion of the rentals are re- 
ceived directly by the trustee for the 
issue and are used to pay interest and 
to retire the bonds according to a 
schedule that will cancel the entire 
issue by maturity. The prior charge 
of the leaseholds on the income of the 
Schulte Retail Stores Corp. is in effect 
IN the strongest security of the bondhold- 
ers, while the mortgage (in itself ade- 

quate) is a second factor of safety. 
In addition, these bonds are guar- 


€ stocks 
a close, 
ble com. 
Lg-range 
estment 
> attrac. 
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) anteed principal and interest by Schulte 
Retail Stores Corp.,a rather superficial 
ee * . . 
protection but one that might give a 
ion by technical point of advantage to bond- 
in basic holders in the event of financial diffi- 
culties of the several parties to the 
O some transaction. Series “B’’ bonds differ 
Ww capi- from Series “A” only in that the mort- 
inst ay- gage covers different parcels of prop- 
07,400,- erty but they are both essentially so 
he first much the same bond that the existing 
$479, difference in price is not warranted. 
oans to Both issues are callable at 103. 
e, have 
. mark. 
reduc- pus 
wo Mew Important Dividend Announcements 
ral Re- Note—To obtain a dividend directly 
ree_bil- from the company the stockholder 
- 
‘io and must have his stock transferred to his 
in the 5 
pad name before the date of the closing 
present of the company’s books. 
servers Ann’l Amount Stock Pay- 
in line Rate Declared Record able 
so re- $6 Adams Express...... Q 
nt and $2 Am. Bank Note cm.. Qa 
. Bank Note pf... Q 
e fixed . Chicle om....... Q 
A Fate em.. Q 
. Locomotive pf.. Qa 
le that . Radiator em.... Q 
itinua- . Ry. Express.... Q - 
sel . Sefety Razor... Q = 
n pon :. Am. Safety Razor..... Stk 2 
r such $9 Amer, Tel, & Tel.... Q 9-20 
> June $2 Beld..Heminway em.. Q 9-20 
$6 Case, J. I., Thr, om..$1. Q 9-12 
of the $7 Case, J. I., Thr. pf..$1.75 Q 9-12 
aia $4 Chic. Yellow Cab..$0.33% M 9-20 
$4 Congress Cigar ..... 100 Q 9-14 
e gold .. Congress Cigar ..... Ext 9-14 
= $7 Consol. Cigar om.... Q 9-20 
$5 Coty, Inc, Q 9-15 
is and $2.40 Fair, The. om....... 20 M_ 9-20 
nward 5 $3.50 Gabriel Snubber.. .$0. Q = 9-13 
: $4 General Elec, cm....$1.00 Q 9-23 
ex. $0.60 General Flee, Sp’l...$0.15 @Q 9-23 
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Montana Power ..... Q 9-12 
$5 Nat'l Lead cm....... Q 9-16 
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group $4 White Motor ......$1.00 Q 9-15 
Sugar $3 Wrigley, Wm., Jr....$0.25 M 9-20 
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EATON AXLE & SPRING CO. 
(Continued from page 857) 


rated as the largest factor in its 
field. 


Plant Organization 


The Eaton Axle & Spring Company 
is amply supplied with manufacturing 
facilities—in fact, a review of its hold- 
ings indicates a capacity to handle any 
reasonable growth in business volume. 
An axle plant in Clevelamd on the New 
York Central, owned in fee, having a 
floor area of 172,831 square feet and 
equipped for the manufacture of front 
and rear automobile axles; a spring 
plant also at Cleveland on the Pennsyl- 
vania Railroad, partly owned in fee and 
partly leased, with 160,000 square feet 
of floor space and equipped with fur- 
naces and machinery for the manufac- 
ture of springs and bumpers; a chain 
of service stations, equipped with pits, 
hoists, etc., for the serving of automo- 
biles and trucks as well as with fur- 
naces and forming machinery for the 
manufacture of short runs of springs 
for all makes of automobiles and 
trucks; another spring plant at Ponti- 
ac, Mich., owned in fee, situated on the 
Grand Trunk Railway; a_ Detroit, 


Office Appliance and Sa 


Service Department 


Because of the tremendous amount of correspondence we handle in connection with our In- 
quiry Department as well as on account of the attendant minute bookkeeping and accounting prob- 
lems, we had to equip our offices with practically all the outstanding time saving and efficiency 
increasing devices on the market. As a matter of fact, we are replacing continuously these devices 
by improved ones as they are being put on the market. We want to give our readers the benefit of 
our experience and tests covering nineteen years and will be glad to answer any requests for in- 
formation as to how we have conquered the problems that of necessity have arisen in an organiza- 
tion as large as ours. In addition to such information we will arrange to have our readers supplied 


Mich., plant including 15 acres of 
ground, owned in fee. These and two 
other plants the latter located respec- 
tively at Massillon and Cleveland evi- 
dently assure the manufacturing re- 
quirements of the company for a long 
period to come. 


Financial Position 


Interests in a position to judge be- 
lieve that the Eaton Spring Corpora- 
tion, based on the amount of business 
in its line, should ultimately develop 
earnings of around $600,000, or enough 
to cover its own preferred dividends 
and show a balance equal to nearly $2 
per share on the parent company stock. 
On a similar basis, improved results 
for the parent company are antici- 
pated. 

Even if net earnings continue their 
sharp up-turn, however, an early in- 
crease in dividend payments is not an- 
ticipated. The Spring Corporation’s 
balance sheet reveals purchase money 
obligations reflecting property acquisi- 


For Feature 
Articles to appear 
in the next 


issue 
See Page 821 


tions of $575,000, and on the $2,009. 
000 of 6% preferred stock of the sub. 
sidiary outstanding an accumulation of 
$118,000 existed at the outset of the 
current year. As the parent company 
earned more than dividend require. 
ments in the first seven months, it 
seems likely that the earnings of the 
Spring Corporation will be devoted to 
erasing the above obligation and im. 
proving that company’s already good 
financial position, which now shows a 
ratio of current assets to liabilities of 
slightly better than two to one. 

The policy of the management, how. 
ever, is thought to be the. conservative 
one of discharging the obligations out 
of earnings rather than through financ. 
ing or other means. 


Conclusion 


The Eaton Axle & Spring Company 
and Eaton Spring Corporation’s more 
recent results are thought to reflect a 
growth in business volume and an im- 
proved operating efficiency both of 
which seem likely to have a continuing 
effect. In this event, the earnings bal- 
ance for the parent Company’s capital- 
ization—confined to 250,000 shares of 
common stock— should steadily grow 
and there should be ample basis for 
higher prices for the issue, with good 
prospects for future increases in divi- 
dend payments. 








with literature dealing with the solution of their particular case. 
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oted to the country and each section showed an 
nd im- increase except the southwest and Pa- 
Y good cific northwest. While car require- 
hows a ments are not’ quite synonymous with 
ities of revenue ton-miles of freight, they pro- 
duce a very excellent gage of business. 
t, how- Nevertheless, the third quarter is suffi- 
rVvative ciently advanced to indicate that busi- 
ons out ness in this period of 1927 will fall 


financ- 


short of 1926. 

It is, of course, appreciated that in- 
dustrial production has slowed down 
perceptibly and while it is confidently 
assumed on most sides that cheap 
money will stimulate fall trade, there 








ympany are as yet no definite indications that 

S more this is the case. Moreover, railroads 

flect a themselves have given indication of ex- 

an im- pecting only a moderate business along 

oth _of about October in the very small amount 
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ures of the new equipment being calculated to 

| grow help out the peak demand for cars that 
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n dive BE cop moving season. These holes indicate 


Last year the carriers got over this 
apex with a comfortable reserve of cars 
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re ops to about the 1925 level. That POWERS ACCOUNTING MACHINE CORPORATION 

f steel certainly to be regarded as Division of Remington Rand, Incorporated 

ully prosperous. Broad New York C 

374 Broadway, New York City 
Execeptions to the Downward Trend 
There were, of course, exceptions to 

the general rule as there will be this 
' year, of which the most notable section REG U.S.PAT.OFF.& FOREIGN COUNTRIES 

18 no doubt the northwest wheat sec- 

tion, This territory has long been in a 

state of financial depression, due to 

Poor crop yields, poor prices, or both. 

tly, however, it is promised with 

umper wheat yield—50% above last 

rear high pricaty Seeniemy sont ACCOUNTING MACHINES 
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the crops in the southwest, while th 
central west stands approximately he. 
tween the two in crop conditions as well 


as geographically. 
| ia In estimating the earnings given in 
the accompanying table the different 


“ACE HIGH” WITH THE YOUNGER CROWD!  ‘0ads have been taken according to the 


standard regional subdivision and the 
< trend of gross earnings taken the same 
RDINARILY, this modern for the individual carriers in each group, 


a It has been assumed that revenues j 
generation scorns precedent. the last six months ofthe year vill 


History is nevertheless re- equal those for the same period of 1995 
: y hi h in the case of roads in the New Eng- 
peating—in a way which we land, Great Lakes, Central Eastern and 

4 . 7 Pocahontas Region, or as a matter of 

find inter esting and gratify fact the so-called Eastern District, the 


ing. Something about Fatima great industrial and coal producing and 
i 2 ‘s consuming section. An exception has 
—a1ts greater delicacy, its been made in the case of lines originat. 


more skillful blending of ing anthracite, as that was the period 
of mining suspension and the last half of 


flavors—has made it, as in 1924, a very normal period in the hard 


° coal industry substituted. As this was 
other days, an outstanding not such a good period in general in- 


favorite with the younger set. dustry, the base is perhaps a bit too 
low, particularly for those hard coalers 


who carry a large percentage of other 
commodities, such as Reading and Erie, 


The southern region—or really south- 
eastern—had a poor time of it last year 
in the latter months, due to the reaction 
from the Florida boom and the collapse 
of cotton prices. Cotton is back on its 
feet this year and while currently run- 
ning behind traffic in this section, 
should about hold even to 1926 for the 
last six months. The more western 
roads of this section might indeed be 
expected to do better were coal, origi- 
nating in the unionized fields, not a 
very important item of their tonnage. 


The southwest has this year suffered 
from floods and partial crop failures; 
oil drilling is being curtailed, so that 
no better showing than 1925 is to be 
anticipated, while the same assumption 
has been made as to the more southern 
of the central western systems. The 
northern of these should about dupli- 
QUALITY that makes friends everywhere! cate their last year’s showing, while 

the northwestern roads should make a 
very brilliant record. The last really 
good year this region had was 1923, in 
which the first six months were rela- 
tively better than the last. Although 


Keep Posted achieving rather second rate results in 


A 7% YIELD FROM FIRST MORTGAGES in buying and selling stocks for profit. Ask the early part of this year, the outlook 
for your free copy, No. 377. is now so good that it has been assumed 
on individual homes that do not exceed 50% : 
of valuation is fully explained in a very at- , suagearton TO INVESTORS the whole of 1927 will equal the whole 
smnative Neckint—site Rew ene. say Saahie of 1923 as far as revenues of these 
his investment with absolute safety of prin- This booklet explains in detail the features ‘ 
cipal in 10 years, 26 days. Sent free on of Odd-lot investing. If interested, the carriers go. 


request. (415) prominent N. Y. Stock Exchange firm issu- a " to in- 
ing this booklet will be pleased to send you : There are, of course, a 4 
IF YOU ARE INTERESTED a complimentary copy. Ask for 278. dividual railroads in the above formu- 


las. For instance, the Gulf, Mobile and 
lute safety, consider the investment features 


i e 
of the B. & L. shares issued by a strong This booklet gives a most comprehensive Northern, In the western half of th 
Florida Building & Loan Association. Send description, not only of the Port of Newark, southern region, is only slightly inter- 


. but also of the trading territory immediate- ‘ 3 0 
ee ly adjacent to it. It is well worth reading ested in coal traffic and only a year ag' 


THE BACHE REVIEW for the information it contains. Ask for secured leased mileage to a connection 
By reading this timely booklet but ten your free copy 10. with the Burlington and is still re 
minutes a Week you viel Sent for three ICE_MANUFACTURING—A PUBLIC sponding to the initial stimulus of this 
months without charge. (290) UTILITY added mileage. Yet, in an average 

A booklet describing a most inviting division way, the basis should be found fair. 


CUR INVEST- of this field will be well worth your read- 4 ; 
a ing. Ask for 414. In the matter of operating expenses, 


Send for you free copy of this booklet ex- BONDS OF AMERICAN INDUSTRIES further difficulties are encountered. The 


plaining + increasing popularity of this How Corporation Bonds are issued and how eastern and southern roads’ trainmen 
type of in mest. Ask for S21. every possible safeguard is thrown around have received increases in wages that 


th for the protection of the investing ° " 
MAKING PROFITS IN SECURITIES publie is snberestingty told in his booklet have added materially to transporta 


A valuable 40-page booklet, pointing out which you _ obtain without obligation by tion costs, although the precise extent 
sound methods to use, also pitfalls to avoid, asking for ° is still difficult to dete rmine individ- 
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ually. The western trainmen were 
awarded against by the arbitration 


poard, but before this decision was 
reached, some of the companies like the 
Rock Island, charged off a reserve in 
the event of a contrary finding. One 
thing is certain—railroad maintenance 
in the last few years has been very 
high and the average management can 
safely cut down on this major item 
without threat to the condition of 
property. To what extent this course 
will be followed is obviously one of the 
major factors in the guess-work. In 
these estimates it has been assumed that 
expenses other than maintenance will 
show in 1927 the same differential over 
1926 that they did in the first six 
months. Ordinarily, expenses do not 
decline relatively as fast as revenues, 
so that even if maintenance is cur- 
tailed, when gross falls, the mainte- 
nance ratio is apt to rise somewhat. 
This calculation has gne still far- 
ther and assumed the upkeep will 
be brought down at least enough to 
hold within the 1926 ratio in the case 
of roads whose full year’s revenues 
show a decrease. In the case of those 
that show a gain in gross, no larger 
maintenance appropriation in actual 
dollars than last’ year’s will be called 
for. 

Nearly all of the forecasts in the 
table should prove a safe minimum of 
what to expect. Actual results will no 
doubt prove better in many instances, 
but the interesting. fact in any event 
is that no single “standard” dividend 
is threatened. A few of the results 
are obviously out of bounds. For in- 
stances, there is no reason why Central 
of New Jersey should show share earn- 
ings below those of 1926, which were 
after special charge-offs amounting to 
almost $10 a share. Similarly, there 
igs no reason why roads such as Read- 
ing, Nashville, Chattanooga & St. 
Louis, or Missouri Pacific, which have 
entertained abnormally heavy mainte- 
nance programs in the last year or two, 
particularly in the purely book-keeping 
item of depreciation, should permit as 
poor a showing as that in the table, to 
take place. 

On the other hand, should Texas and 
Pacific achieve anything like the grati- 
fying revenues indicated, the manage- 
ment may very probably find a place 


‘ inthe property to expend a portion of 


the receipts. In fine, while the method 


of approaching the estimates is in no. 


sense fully accurate, it has been clearly 
indicated and is open to the exceptions 
and qualifications of each investor. 








The Magazine of Wall Street has compiled 
a list of books on speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we heart- 
ily recommend them to our readers. We 
invite further correspondence about this 
list . Address your inquiries care of Book 
Department. 
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SPRINGFIELD 


OR over thirty years the name 
“Kelly-Springfield” on a tire 
has been an assurance that the pur- 
chaser would get a maximum of serv- 


ice with a minimum of trouble. 


























Send for Investors Guide 


Our Investors Guide will lead you 
to complete investment satisfaction 
and service, wherever you live. 
Send today. No ubligation incurred, 
of course. Use the attached coupon. 


Few pioneers of the early days could foresee in the 
American cities of their time the towering hives of 
industry that we now find in all the large centers of 
population. Yet vision of this kind is an essential factor 
in the creation of sound investments. Such 
vision leads at times to negative decisions 
made in the interest of safety. The ruling 
policy of this House is a progressive ¢onserva- 
tism which has been largely responsible for Prease send me without charge or obligation of 
its success through 72 years of safe and Investors Guide and current lot Greenebaum offerings, 


continuous operation. 


Greenebaum Sons 
Investment Company. 


OLDEST REAL ESTATE BOND HOUSE 
FOUNDED 1855-CHICAGO 
Offices in Principal Cities 





























Affiliated with G b Sons S. 
Corporation, New York 

















Permanent 
Income 


Your investment in a large income- 
producing building under The French 
Plan gives you a safeguarded invest- 
ment—plus 6%—plus ten payments 
of 10%, the repayment of every 
dollar of your original investment— 
plus 50% of all profits distributed 
from the operation of the property, 
thereafter! 

It enables you to make a tem- 
porary investment that gives per- 
manent income. 

This is but one of the remarkable 
advantages afforded by 


The 
FRENCH 
PLAN 


Thousands of discriminating New 
Yorkers have already invested mil- 
lions of dollars in large income- 
producing properties under this Plan 


and are now sharing in the profits 


being distributed from their opera- 
tion. 

If you are not already familiar 
with this unusually profitable and 
convenient form of investment the 
Special Coupon—below—will bring 
your copy of the 64-page book ‘‘The 
Real Estate Investment of the 
Future.” 

You will doubtless find it the 
most interesting—and the most 
profitable—half hour’s reading you 

have done in months. Tear 
out the Coupon—now—an1 
mail it TODAY! 


= 
| 


FRED F. FRENCH 
INVESTING 
COMPANY, Inc., 
350 Madison Ave., 

New York City. 


Please send me without obligation the 


64-page book ‘‘The Real Estate Invest- 
ment of the Future.” 


Name 





Business Address .__..........---.----- 


Home Address .............. 
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MARKET STATISTICS 


Thursday, A 
Friday, Aug. 
Saturday, 


Monday, Aug. 2 


Tuesday, 


Wir tencdeaw 


N. Y. Times 
N. Y. Times —Dow, Jones Avgs.— 7—50 Stocks——, 
40 Bonds 20 Indus.~ High Low 
1.81 184.15 A 173.02 171.50 

185.10 R 173.79 

185.80 R 173.78 

187.32 

187.49 

188.07 

187.50 











STOCK MARKET AVERAGES 


1923 1924 1925 1926 


0 25 RAILROADS 
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COMBINED AVERAGES 
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35 Points Profit Taken 
on Vulcan Detinning 


On June 15 subscribers to The Investment and Business Forecast of The 
Magazine of Wall Street were advised by a special issue:—“Buy Vulcan 
Detinning”’ which was then selling at 2914. Possibly as high as 36 may 
have been paid as “VX” moved rap‘dly upward for the next several days. 


August 25—ten weeks later—in a special issue sent out after the close of 
the market we advised: “Close out Vulcan Detinning.” Next morning 
this stock opened at 75 and quickly rose to 80 enabling our subscribers 
to take from 35 to 50 points profit on th’s particular commitment. 


637 Points Profit—Only 29 Points Loss 
January 1 to August 31 This Year 
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UR record since January 1 demonstrates that the profit in Vulcan Detinning is but 

one illustration of the results to be secured month in and month out through follow- 

ing the specific buying and selling recommendations of the Forecast. During August, for 

example, our subscribers accepted a total of 165 points profit with only five points loss 
—a ratio of over 33 to 1. 
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There should be other Vulcan Detinning opportunities 
right along. Are you going to profit from them? 


#23233: 


8EES5835: 
SeSS2SSER2R8 


1 
1 
1 
2, 
2 
2 
2, 
1 
1 
1 
1 


2388: 


UBSCRIBING to THE INVESTMENT AND BUSINESS FORECAST now may net you 

thousands of dollars by the end of the year. Put our corps of market experts to work 

for you—let them seek out the opportunities, analyze conditions, weigh the possibilities, 

and—once a recommendation is made—study daily the action of the security until the 

time comes to close it out. Simply mail your check for $75—saving you $25 from the 
regular semi-annual price—with the coupon below and we will: 


(a) telegraph you at once (if you wish to take a trading position immediately) what 
stocks are in the best position to buy or sell at the time the wire is dispatched to 
you; . 
send you the regular weekly and all special issues of THE INVESTMENT AND 
BUSINESS FORECAST for six months; 


analyze your present and contemplated holdings at any time during the entire life 
of your subscription and tell you what to do with each security you own; 


wire you during the next six weeks individual profit r dations covering 


three stocks of which we will keep a card index record and advise you by per- 
sonal telegram when to close them out. 














SIX MONTHS’ TEST SUBSCRIPTION COUPON 
Th. THE INVESTMENT AND BUSINESS FORECAST 
B - wie | — of The Magazine of Wall Street, 42 Broadway, New York City. 
usiness Forecast Is e aie seas ors to cover — test ap pei to The Investment and 
e usiness Fore 
only service conducted Service am entitled ie oll et "the peariaaes aw ce nd — 


by or affiliated in any Wanted? 
way with The Maga- 0 Yes 
zine of Wall Street. No 


Sept. 10 OlWire me collect upon receipt of this coupon, 
—— what trading position to take. 
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Every $1,000 
Was Once 
A $10 Bill! 


Do not be discouraged by a 
limited income—rather let it 
be a stimulus to increase it— 
the Prudence Partial Payment 
Plan is especially designed to 
help you—it enables you to 
start the purchase of a 514% 
Guaranteed Prudence-Bond 
with as little as $10 monthly 
—and you get 5%4% on your 
partial payments as well as on 
the Bond. 

Invest $10 in and let’s start it 
on the road to a $100 Bond! 


Ask for Booklet 
Offices Open Mondays Until 9 P.M. 


The PRUDENCE 
COMPANY, Inc. 


Under Supervision of N.Y.State Banking Dept. 


331 Madison Ave., at 43rd St., New York 
162 Remsen St. 161-10 Jamaica Ave. 
Brooklyn, WN. Y. Jamaica, WN. Y. 


email for Booklet wu an 
M.W.1059 


Name 


Address 





























Baar, Cohen & Co. 


Members of the 
New York Stock Exchange 


Fifty Broad Street 
New York 


Telephone Whitehall 2172 

















New York Curb Market 


IMPORTANT ISSUES 
Quotations as of August 31 


1927 Price Range 
Recent 


Name and Dividend High Low Price 


Albert Pick Barth wi.t...... 14% 12% 18% 
Aluminum Co. of Amer 67% 
Amer, Cigar (8) 115 
Amer, Gas Elec, (1)tt % 68% 
Amer, Super Power A (1.2)¢ 38% 27% 
Celotex Co, (3) 85% 70 
Centrif. Pipe (0.60)* 9% 
Cities Service New (1.2)f.... 40% 
Cities Service Pfd. (6)T 87% 
Consol, Gas of Balt, (2%)... 50% 
Consolidated Laundries (2)*.. 22 15% 
Curtiss Aerot 19 
Curtiss Aero Pfd. (7)? 84% 
Durant Motorst 

Elect. Bond Share (1)t 

Electric Investorst 

Fajardo Sugar (10) 

Ford Motor of Canada (15).. 

General Baking A (5)* 

General Baking B* 

Gillette Safety Razor (3)f... 

Glen Alden Coal (10)t 

Gulf Oil (1.5)7 

Happiness Candy Store (50).. 

Hecla Mining (2)T 

International Utilities B.... 
Johns-Manville, new (3) 


Lion Oil Refining (2.25)*.... 
Lone Star Gas (2) 

Metro Chain Stores}t 
Mountain Producers (2.60)f.. 


1927 Price Range 


Name and Dividend High Low 


New Mex. & Arizona Landt.. 
New Jersey Zine (12) 
Nipissing Mining (30c)* 
Northern Ohio Powert 
Pacific Steel Boiler (1)* 
Puget Sound P, & Lt 
Reo Motor (80c)ft 
Salt Creek Producers (2%%)t. 
Servel Corporation Aj 10% 
So’east Pwr. & Lt. (new 1)¢ 388% 
So’east Pwr, & Lt. Pfd. (4). 838% 
Stutz Motors* 21 
Trans Lux* 
Tobacco Products Exportf... 
Tubize Artif. Silkt (10) 
Tung-Sol Lamp ‘‘A’”’ (1.80).. 24% 
United Electric Coal 33% 
United Gas & Improvem’t (4) 114% 
U. 8. Gypsum (1.60) 

STANDARD OIL STOCKS 
Continental Oil (1) 
Humble Oil (1.6)+¢ 
International Pet. (.75) 
Ohio Oil (2.75) 
Prairie Oil & Gast 
Standard Oil of Ind. (8.5)f.. 
Vacuum Oil (5)T 


B-Egsesct= FF 


* Listed in the regular way. 
S Admitted to unlisted trading privileges, 
jt Applications made for full listing. 





industrial group and strong sup- 

port throughout the balance of the 
list characterized trading activities on 
the Curb during the past fortnight. 
Public utility shares were active and 
worked to higher levels under the lead- 
ership of American Gas & Electric, 
which gained about twelve points dur- 
ing the period and established a new 
high for the year at 107. Among the 
industrial issues which made spectacu- 
lar gains during the week were Alumi- 
num Company of America, Glen Alden 
Coal, Tubize and Johns-Mansville new 
stock, the latter registering an advance 
of twenty-five points within the fort- 
night and holding most of the gains in 
spite of heavy realizing sales. In sym- 
pathy with the advance of Wright 
Aeronautical shares on the “Big 
Board,” both the common and preferred 
shares of Curtiss Aero were active on 
the Curb, the junior issue establishing 
a new high for all time at 35. 


\ NUMBER of new highs in the 


The recent activity of U. S. Gypsum 
calls attention to another interesting 
issue among the normally inactive Curb 
stocks. This company is a dominating 
producer of gypsum products, manu- 
facturing a complete line of gypsum 
materials used in the building industry. 
The tremendous growth in net earnings 
from 1.7 million dollars in 1921 to 8.4 
millions in 1925—a figure that was sus- 
tained in 1926 but for less than $40,000 


—was due not only to the building 
boom throughout the country during 
this period of years but also to. the 
aggressive exploitation of the com- 
pany’s opportunities by a capable man- 
agement. 

The company has no funded debt or 
outstanding bank loans and is simply 
capitalized with an outstanding issue of 
8.7 million dollars in $100 par value 
preferred stock and 10.1 million dollars 
$20 par value common. The company’s 
management has been conservative in 
its use of the large earnings realized in 
past years, paying out only the smaller 
portion in cash dividends and devoting 
the larger portion of its income to con- 
struction of new plants and enlarging 
the scope of its markets. The expat- 
sion of its activities has never been 
accomplished with a sacrifice of a com- 
fortably liquid financial condition and 
the latest balance sheet disclosed a very 
favorable current asset position with 
14.9 million dollars in quick assets a8 
compared with 8 million dollars in total 
current liabilities. 

Earnings during the first six months 
have been very satisfactory, especially 
for a period in which some let down 2 
building material buying was reported. 
The per share earnings up to J 
amounted to $7.07 as compared with 
$7.54 in the first half of 1926. Al 
though the shares have been recently 
bid up, commitments on any reaction 
should prove profitable for the long 
pull. 
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. (Continued from page 856) 

not cooperate. In Java and Cuba 
the fields planted some years ago when 
seg were more favorable are coming 
a cutting stand. Even an excep- 
tially bad crop year, the world over, 
jardly could create a severe shortage. 
A peculiar thing about sugar is that 
itis produced in some volume in almost 
gery important country in the world. 
Beets can be raised in every temperate 
dime, and cane flourishes in almost 
any tropical country. There is a di- 
yersification of risks in the distribution 
of the world’s sugar crop which hardly 
js equalled by any other stable com- 
modity. In the past shortages usually 
have been created by wars and other 
snormal maladjustments rather than 
by crop failures. Crop failures, al- 
though possible, are minimized. 


Cuba’s Peculiar Place 


Since the greater number of sugar 
issues traded in the New York market 
represent Cuban producing companies, 
the financial community is interested 
chiefly in the situation as it concerns 
the Island Republic. Cuba consumes 
a relatively small part of its produc- 
tion, exporting chiefly to United States 
and the United Kingdom. 

In both markets it has to compete 
with other producers. In the United 
States, it competes with locally pro- 
duced beet sugar, “free duty” sugars 
from Porto Rico, Hawaii, Philippines 
and “full duty” sugars from South and 
Central America. In the United King- 
dom it competes with Continental beet 
sugar and with large shipments each 
year from Java and other smaller cane 
producing nations and colonies. Its 
only preference in United States comes 
ina duty preference over the full duty 
sugars, which really are not very im- 
portant from a volume standpoint. 


Immediate Outlook 


This year, that is in the crop year 
which begins with the fall beet harvest 
and ends with the snring cane grind- 
ings, Cuba’s sugar will have to meet in 
the United States an increase in 
louisiana cane output and probably 
wih a larger beet yield; and the 
thanees favor a sizable increase in the 
yield of free duty cane sugar in 
Hawaii, Philippines and Porto Rico. 

In the United Kingdom markets, the 
outlook is more definite but even less 
feouraging. Licht estimates Euro- 
pean beet sowings this spring at 2,482,- 
000 hectares against 2,171,000 hectares 
‘year ago, and the crop looks well 
‘erywhere except in a few sections in 
Central Europe where it is backward 
and below standard (to date) in sugar 
content. According to the latest esti- 
mates Java will produce 2,286,000 tons 
against 1,960,000 tons last year. Evi- 

there is every reason to feel 
overnment of Cuba again 

output this year to 4,500,- 

tons (or less) in order to meet the 
mergency. In fact, competent stu- 
au sugar situation are of the 
inion that Cuba will meet more com- 














in steam stations. 


Number Five 





NATIONAL ELECTRIC 
POWER COMPANY 


In Maine, where there is abundant water power 
and where fuels are expensive, approximately 90% 
of the output of the power stations of National 
Electric Power Company’s subsidiary is hydro-elec- 
tric energy. While in Pennsylvania, where high- 
grade steam coals are relatively cheap, over 90% 
of the output of the power plants of National 
Electric Power Company’s subsidiary is generated 


Wherever located from Maine to Oklahoma, the 
power plants are efficiently operating from the 
standpoint of local conditions and satisfactory ser- 
vice to the communities served. 


57 William Street 
New York 





























Keep Posted 


LET YOUR MONEY EARN 6% 
If you are a small investor, you cannot 
afford to risk your money in speculation. 
Place it in shares of one of the safest 
building and loan associations. Send for 
their booklet No. 293. 


ILLUSTRATED YEAR BOOK 
Interesting facts about the development of 
one of the largest public utility systems in 


the United States will be found in this in- 
teresting free booklet. Ask for 380. 


LEADING NEW YORK BANK STOCKS 
Due to excellent records over a long period 
of years, the stocks of New York City banks 
are rated among the best in the investment 
field. Send for your free copy of his in- 
teresting folder 412. 


FOR INCOME AND FOR PROFIT 
A booklet that should interest you. Ask 
for 364. 
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Distinctive Hotels Catering to Transient and Residential Guests 





<1 


THE LANGDON 


2 East Fifty-Sixth Street 


$5.00 daily and upward 5 


THE CAMBRIDGE 
60 West Sixty-Eighth Street 
$3.00 daily and upward 


Suites Furnished or Unfurnished — Leases Now Being Made 
EXCEPTIONAL RES AURANTS 














Through intercon- 
nections with five 
other large electric 
systems in the Chi- 
cago district, this 
Company gives its 
customers the ad- 
vantages of what 
the late Dr. Stein- 
metz described as 
“the greatest pool of 
power in the world.” 


Write Dept. “‘W” for 
Year Book with other 
interesting facts about 
this Company and the 
progressive territory 
it serves. 


PUBLIC SERVICE 


COMPANY 
OF NORTHERN ILLINOIS 
General Offices: 
72 W. Adams Street 
Chicago 
Serving 6,000 square miles—286 
Communities—with Gas 
or Electricity 





Savings Shares earn 5% and allow 
payments and withdrawals at any 
time. Money doubles in 14 years. 


Regular Shares earn 6% and provide 
a systematic savings plan.—Super- 
vised by State Banking Department. 


Write for Booklet “M” 


RAILROAD BUILDING 
& LOAN ASSOCIATION 


441 Lexington Ave., New York, N. Y 
a =a eo d 
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petition in its sales territories next 
year than it is meeting now. 


How About Consumption? 


It always is difficult to arrive at sat- 
isfactory estimates of consumption, 
for no way yet has been devised to do 
anything but guess about “invisible 
supplies.” By “invisibles” the trade 
means stocks of sugar in larders, in 
the hands of candy makers and other 
big consumers, and in the process of 
wholesale and retail distribution. After 
there has been a rising market for a 
while “invisibles” usually are large, 
and after a falling market “invisibles” 
are likely to be small. Trade opinion 
is that “invisibles’ now are large, 
and it is estimated, using refiners’ 
meltings as a basis, that consump- 
tion in the first half of 1927 was 
1.49% below the first part of 1926. 
The decline reflects unfavorable weather 
which has continued through the rest 
of the season, and quite possibly will 
be augmented in the second half year 
by a smaller consumption of sugar in 
canning. Stocks of canned fruits are 
comfortably large, and the Department 
of Agriculture reports a poor fruit 
crop outlook. Even less satisfactory 
figures concerning consumption are 
available for European countries; but 
it is a safe generalization to say that 
the consumption of the other half of the 
world has not been increasing as rapid- 
ly as production. Otherwise the annual 
takings of sugar from Cuba by Europe 
would be larger. 


The Refiner’s Margin 


So far nothing has been said about 
the refiner. His profits depend upon 
the “differential” between raw and re- 
fined sugar, i. e., the spread between 
raw sugar prices and refined sugar 
prices. The over-development of the 
refining industry has gone on apace 
with the over-development of the pro- 
ducing industry, and competition in the 
refined trade in late years always has 
been severe. This has tended to reduce 
the differential and curtail the margin 
of profit. 

Thus far, 1927 has not been a good 
year for melters, and profits have been 
running behind, but recently there has 
been a mild improvement in the spread 
between raw material and the finished 
product. If the trend in raw sugar 
prices is downward, these more favor- 
able operating conditions may be but 
temporary. 

To sum up, both the producing and 
refining industries are over-developed, 
production has been increasing faster 
than consumption. Production still is 
being stimulated by artificial tariff 
walls. Cuba, the mainstay of the 
world’s sugar supply during the war 
and in the years directly after, appears 
to have passed into the position of a 
producer to be patronized by other 
countries only when they can’t produce 
their own sugar or get it somewhere 
else. The readjustment process is by 
no means complete, and all indications 
favor a more extended period of low 
world sugar prices. 
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CERRO DE PASCO COPPER 
CORP. 


(Continued from page 868) 
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that the narrow margin of earnings 
above current dividends is more ap- 
parent than real and is not of a nature 
to cause any uneasiness to stockhold- 
ers. A further interesting aspect to 
this situation is the substantial ratio 
that annual depreciation and depletion 
bear to property account. The latter 
has always been carried at a figure far 
below its true worth. A partial adjust. 
ment was made in 1926 which increased 
it from 18.9 millions to 32.4 millions, 
but even on this basis the entire amount 
would be written off in less than seven 
years, whereas the property, while not 
susceptible to accurate forecast, is cred- 
ited in well informed mining circles 
with a life extending far beyond that 
space of time. Book value of the shares 
even on the basis of the moderate valu- 
ation of fixed assets is within some ten 
points of the current market value, the 
quick asset position being not only un- 
usually powerful for a mining com- 
pany but also for a corporate organi- 
zation of any kind. Net working capi- 
tal at the close of last year amounted 
to 26 millions of which no less than 17 
millions were in the form of cash and 
U. S. Government securities. 

Funded debt was eliminated in full 
three years ago, since which the capi- 
talization has consisted exclusively of 
1,122,842 shares of common capital 
stock without par value. As has been 
noted, Cerro de Pasco is well forti- 
fied against contingencies, but at this 
juncture future adverse contingencies 
should be far less than those that have 
occurred in the past. The stock at cur- 
rent levels around 64 possesses a dis- 
tinct appeal from the semi-investment 
aspect. 








For help in 


Solving Your Life 


Insurance Problems, 
Consult our 


Insurance Department 


——— 
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- The Payee’s Name 
Cannot Be Altered 


—by clever “pen changes” 
nor the amount raised with- 
out detection when checks 
are protected by a 


SAFE-GUARD CHECK 
WRITER 


New Speed Model B 


The Safe-Guard shreds the 
amount and payee’s name 
into the paper, all in one 
operation. 


There is neither cost nor 
obligation involved in a 
demonstration. 


Descriptive Literature Upon 
Request 


Safe-Guard 
Check Writer Corporation 


3-5 Beekman Street, New York, N. Y. 

















Keep Posted 


THE REAL ESTATE INVESTMENT OF 

THE FUTURE 
Mr. Fred F. French, one of the country’s 
foremost real estate authorities, has ex- 
plained the operation of the French Plan in 
the above mentioned book. Send for your 
free copy (348). 


“RULES FOR SAFE INVESTMENT” 
Knowledge gained over a long period of 
years makes it possible to determine whether 
a given spot in a -city will have a growth 
in property value which will be steadily in- 
creasing. This is only one of the important 
factors of safety of Real Estate Bonds 
which are explained in his booklet. Ask 
for 327, 

CONSISTENT INVESTMENT SUCCESS 
The sound investment principles followed by 
the Brookmire Service and the adaptability 
of these principles to the requirements of 
every investor, large or small, is described 
briefly in this interesting booklet. Send 
for your free copy 413. 

THE INVESTMENT TRUST—WHAT IT IS— 
The advantages that it offers to both the 
small and large investor—a comprehensive 
study in booklet form, prepared by one of 
the largest dealers in this type of security. 
Send for your free booklet No. 420, 


THE PARTIAL PAYMENT 

method of purchasing good securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock Exchange 
House. (224) 


OVER THE COUNTER 
Opportunities which constantly crop up in 
high grade over-the-counter securities are 
analyzed in a house organ issued bi-monthly 
by an unlisted securities house. Copies 
Mailed on request. (373) 


“INVESTING FOR SAFETY’’— 
The newest publication of S. W. Straus & 
Co., 565 Fifth Ave., New York City, de- 
Scribes in detail the methods followed by 
this organization in underwriting first mort- 
gage real estate bond issues, Send for your 
free copy 217. 
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EXCHANGE WELCOMES NEW 
ARRIVALS 


(Continued from page 850) 


or controlled companies. In addition, 
the petition must state the names of 
the directors, location of principal and 
other offices, place and date of the an- 
nual meeting, definition of the fiscal 
year and the names and addresses of 
the transfer agents and registrars. 


Must Make Agreement 


And finally, the corporation must en- 
ter into an agreement with the New 
York Stock Exchange incorporating the 
following provisions where applicable: 
1. Not to dispose of any of its fixed 
assets or its stock interest in any sub- 
sidiary or controlled company or per- 
mit a subsidiary or controlled company 
to dispose of any of its fixed assets 
without notice to the Stock Exchange. 
2. To publish once in each year, at 
least fifteen days in advance of its an- 
nual meeting, a consolidated income ac- 
count covering the previous fiscal year, 
and a consolidated balance sheet show- 
ing assets and liabilities at the close of 
the year, or separate financial state- 
ments of this character for the parent 
company and all its subsidiaries. 3. 
To maintain a transfer office or agent 
in New York. 4. To notify the Stock 
Exchange 30 days in advance of the 
effective change in the authorized 
amounts of listed securities. 5. Not to 
change the transfer agent or registrar 
of its stock or trustee of its bonds with- 
out the approval of the Exchange. 6. 
To notify the Exchange of the issuance 
of any rights or other benefits applic- 
able to a listed security. 7. To notify 


the Stock Exchange of the issuance of . 


additional amounts of listed securities. 
8. To publish promptly to stockholders 
and bondholders any action in respect 
to interest on bonds, dividends on stocks 
or allotment of rights for subscription 
to securities and to notify the Stock 
Exchange of such action. 9. To re- 
deem preferred stock in accordance 
with requirements. 10. To have on 
hand at all times a sufficient supply of 
certificates for transfer. 

Many corporations whose securities 
are not listed on the New York Stock 
Exchange, or perhaps on any exchange, 
supply the investor with all the in- 
formation indicated in these require- 
ments, but entirely as a voluntary ac- 
tion. Of course, where the corpora- 
tion’s by-laws require that the informa- 
tion be supplied to stockholders the 
latter may demand these facts, but 
many stockholders hesitate to’ insist 
upon the full observance of their rights. 
The New York Stock Exchange, how- 
ever, diligently insists upon the ob- 
servance of these agreements, hence the 
purchaser or prospective purchaser of 
a security listed on this exchange may, 
with little or no difficulty, obtain much 
of the information required to appraise 
its value. 


Industrial 
Stability 


Industry’s trend toward con- 
solidation to effect economy 
and stability is exemplified in 
Stewart- Warner, representing 
a combination of important 
manufactures. None of these 
units has ever operated at an 
annual loss, although the rec- 
ord extends back more than 
43 years. 


Stewart-Warner operates nine 
plants, manufacturing a wide 
diversity of products—many in 
world-wide demand. Stewart- 
Warner Products reach every 
home in the United States. | 


SPEEDOMETER 
Corporation 


Leading Factor in 
Six Important Branches of Industry 
World Leader in Four Lines 


EXECUTIVE OFFICES 
CHICAGO 


You can share 
in these 
earnings 


Federal Investment Trust Incorporated 
earned net on the Common Stock issued 
$2.95 per share ($10 par value) from the 
date on which it started business, April 
2ist, 1927, to July 31st—a little over 
three months. 

The earning power of Federal Invest- 
ment Trust Incorporated has not yet 
been reflected in the price of its Pre- 
ferred and Common Stocks. As a re- 
sult, an unusual investment opportunity 
is available to you now. This Invest- 
ment Trust owns stocks in 100 of the 
leading companies listed on the New 
York Stock Exchange, and in 18 lead- 
ing New York City Banks. 


Send coupon for full information 


P. H. Whiting & Co., Inc. 


Investment Securities 
One Wall St., New York 
Hanover 0461 
NEWARK, N. J. MANCHESTER, N. H. 
PHILADELPHIA, PA. 





P. H. Whiting & Co., Inc., One Wall Street, 1 
New York: Please send me without obligation 
full information on Federal Investment Trust. 














Secured by 
LOS ANGELES 


FIRST 
MORTGAGES 


SIX per cent building 
and loan coupon cer- 
tificates — payable in 
New York, San Fran- 
cisco, Los Angeles. 

State supervision; non-fluctuat. 


ing; convertible; legal for trust 
nds. Write for full details. 


GUARANTY Building & 


Loan ASSOCIATION 
6335 Hollywood Boulevard 
Los Angeles 


























We offer 


New England 
Gas & Electric 
Association 


5% Convertible 
Debenture Bonds 


Due Sept. 1, 1947 
Price At Market 


To Yield Approximately 
5.08% 


Circular on Request 


MCDONNELL & CO. 


120 BROADWAY 
NEW YORK 
Members New York Stock Exchange 





SAN FRANCISCO 














San Francisco Stock and 
Bond Exchange 


‘NHIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


Anglo & London Paris Nat. Bank 
Bancitaly Corporationt 

Bank of Italy, new 

East Bay Water A Pfd 

Federal Brandes 

Great Western Power Pfd 

Key System Prior Pfd 

Los Angeles Gas Pfd 

Pacific Telephone & Tel. Pfd 
Pacific Gas & Elec 


Industrials and,;Miscellaneous 


Alaska Packers’ Assn........... kSBiwncbon ecco 
California Packing «........ceccccsecces eecccce ° 


California Petroleum 
Caterpillar Tractor, new 
Foster & Kleiser (cm) 


Haale Brothers. ....ccccccccscccces ccovce ooscese 


Hawaiian Coml, Sugar 
Hawaiian Pineapple 
Home Fire & Marine 
Honolulu Cons, Oil 
Hunt Brothers Packing ‘‘A’’.... 
Illinois Fe:ific Glass ‘‘A”’ 

North American Oil . 
Paraffne Commonf .. 
Richfield Cons, Oil 
Schlesinger A Common 
Shell Union Oil 
Southern Pacific 
Sperry Flour Common 
Spring Valley Water 


Btantnsd il ofall... .0.0000 pene ike 


Union Oil Associates 


Union Oil of California .........++.eeeeee eeccce 


Union Sugar Common 
Yellow & Checker Cab ‘‘A’’ 


Zellerbach Corporation ..........+. 
¢ Paid 40% ateck dividend. 


¢ Split 2 for 1. 





Important Corporation 


Meetings 


Company Specification 


Canadian Pacific 

General Cigar 

General Motors 

Paramount Famous Lasky 

Vanadium Corp. .......e-+-eeers Annual 
American Brake Shoe & Fdy...Dividend 
American Linseed Directors 
General Asphalt Directors 
National Biscuit Directors 
United Fruit 

Western Union Telegraph 

Air Reduction 

Am, Type Founders..Pfd, & Com. Divs. 
Continental Can Directors 
Foundation Co. 

Hupp Motors 

Interboro Rapid Transit 

Lambert Co Pfd. & Com. Divs. 


Macy, 


Woolworth (F, W.) Co 

Adams Express 

American Agricultural Chem 

Atlantic Coast Line 

Cushman's Sons, Inc. 

Houston Oil of Texas 

International Cement Directors 
Magma Copper ...+....+++--++ Dividend 
Texas Gulf Sulphur Directors 
United Gas Improvem...Spec. & Direct. 
Weston Elec, Instrument 

Armour & Co. .....-eeeeeeees Directors 


Date of 
Meeting 


9-12 
9-12 
9-12 
9-12 
9-12 
9-13 
9-13 
9-13 
9-13 
9-13 
9-13 
9-14 
9-14 
9-14 
9-14 
9-14 
9-14 
9-14 
9-14 
9-14 
9-14 
9-15 
9-15 
9-15 
9-15 
9-15 
9-15 

9-15 

9-15 

9-15 

9-15 
9-16 


Last Sale 


Prws 
Sees 


116 
40% 31% 
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Burroughs Adding Machine. 
Crucible Steel of Amer 
Southern Dairies 
Vick Chemical 
Electric Auto-Lite 
Abraham & Straus 
Atlantic Refining 
Barnet Leather Dividend 
Brooklyn-Manhattan...Annual & Direct. 
Canada Dry Ginger Ale Directors 
du Pont (E, I.) de Nemours. ..Directors 
ead. E>, Fee Directors 
Missouri-Kansas-Texas R. R...Pfd. Div. 
Burns Bros. Directors 
Chesapeake & Ohio 
Fox Film Corp 
Howe Sound Dividend 
Mackay Cos, Directors 
TIE MINED, . sn pansanen<caeeien Directors 
American Tel, Directors 
Commercial Solvents Directors 
Cuban-American Sugar Directors 
ORD SOR, oii ven cesnaseaet Pfd. Div. 
Granby Consolidated Directors 
Montana Power 
Otis Elevator 
Pennsylvania Ry. 

Republic Iren & Steel 

Standard Milling 

Baldwin Locomotive Works.... 

Bon Ami 

Brooklyn Union Gas 

Cudahy Packing 

Cuyamel Fruit 

General Refractories 

New York Dock 

Household Products 

Hudson & Manhattan R. R.... 

Reading Co. . 3 t 
Corn Products Ref....Pfd. & Com. Divs. 9-23 


Directors 
Directors 
Directors 


Directors 


Dividend 
Directors 


Directors 
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IF YOU SHOULD DIE 


TONIGHT? 

(Continued from page 861) 
ee ee 
fnancial status was constantly chang- 
ing, market values had shifted rapidly, 
and I was inclined to ignore the losses 
and dwell upon the gains. My hopes 
always outran my accomplishments. 

“‘And now,’ had continued my wife, 
have an investment to suggest. Just 
one more.’ I looked surprised. ‘Yes,’ 
she continued coolly, ‘the best invest- 
ment you ever made in your life. And 
[ll guarantee that it will bring you in 
a sure six per cent—all the rest of 
your life!’ 

“‘Wadda you mean?’ I stammered 
doubtfully. ‘But of course a sure six 
per—.’ I was always ready to take a 
chance. 

“It?s sure, all right,’ she said terse- 
ly. ‘You have about $500 in the bank 
now. Go right down and draw it out. 
Then step over to the other window 
and pay off $500 on that note that is 
due tomorrow, and you will be making 
the surest 6% investment you ever 
made in your life—by elimination, a 
backhanded sort of investment. When 
you have more cash repeat the trans- 
action until every note is paid off. 
Then you’ll know what you have. It 
will be hard to do, but we must stick 
to that program. And we'll make 
money, save fast, as we won’t feel rich 
enough to splurge if we have a place 
foreach penny. And no more buying 
of anything new till the old stocks are 
paid for. That’s our pe from 
now on.’ 

“And we stuck to it. At last we had 
a proper plan of action and I was 
saved. Our grubby savings piled up 
miraculously into astonishing totals of 
good cash, and all those notes are still 
bringing me in 6%.” j 
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Pacific Coast 


now an 
Industrial Factor 


of Importance 


—part of a new series of 
articles discussing im- 
portant changes — busi- 
ness, economic and fi- 
nancial — in_ various 
sections of the United 
States. The complete 
series should give read- 
ers a very good idea as 
to the essential condi- 
tions which are influ- 
encing the * economic 
trend of the nation. 


_ In the 
September 24th Issue 
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Your ‘‘B”’ Battery Eliminator 
will give you better service with 


:R2_S 
(Trade Mark Registered) 


Gaseous Rectifier Tubes 


$4.50 








60 Milliamperes 
85 Milliamperes’ - 5.00 
400 Milliamperes - - - 7.00 


Ask for Catalog of full line of Stand- 
ard Tubes. 


Guaranteed 


The standing of the Q. RR. S Company, 
manufacturers of quality merchandise 
for over a quarter of a century, estab- 
lishes your safety. 


Orders placed by the leading Elimi- 
nator Manufacturers for this season’s 
delivery, approximating $800,000 Dol- 
lar’s worth of Q. R. S. Rectifier 
Tubes, establishes the approval of 
Radio Engineers. Ask any good 
dealer. 





THE Q.8.5 COMPANY 


Manufacturers 
306 S. Wabash Ave., Chicago 


Canada 





Executive Offices: 


Factories: Chicago—New York—San Francisco—Toronto, 
Sydney Australia—Utrecht, Hollan 


Established 1900.. References—Dun, Bradstreet, or any bank anywhere 
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| LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, SUGAR, 
RUBBER, COTTON SEED OIL & PROVISIONS 


MEMBERS: 
Boston Stock Exchange 
Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 
Salt Lake City Stock Exchange 
Los Angeles Stock Exchange 
Montreal Board of Trade 
Chicago Board of Trade Pittsburgh Stock Exchange 
Chicago Stock Exchange Duluth Board of Trade 
San Francisco Stock and Bond Exchange 


PARTNERS: 


J. J. Bagley 
E. Vail Stebbins 


New York Stock Exchange 

New York Cotton Exchange 

New York Produce Exchange 

New York Coffee & Sugar Exchange 
New York Rubber Exchange 

New York Curb Market 


Parker M. Paine 
William F. Kane 
B, L. Taylor, Jr, R. C. Jenkins 

Harry L. Reno DeWitt C. Harlow 


Benj. B. Bryan 
Louis V, Sterling 
James T. Bryan 
Benj. B. Bryan, Jr. 


Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


42 Broadway, New York 
Board of Trade, Chicago 


BRANCHES: 
LOS ANGELES 
636 So. Spring St. 
Biltmore Hotel 
HOLLYWooD 
TACOMA 
SPOKANE 
BUTTE 
OMAHA 


SEATTLE 
Dexter-Horton Bldg. 
Olympic Hotel 
HOT SPRINGS, VA, 

WINNIPEG 
TORONTO 
MONTREAL 

QUEBEC 


SAN FRANCISCO 
Financial Center Bldg. 
Crocker Bldg. 
SANTA BARBARA 

PASADENA 


CHICAGO 
Congress Hotel 


DULUTH 
MINNEAPOLIS 
GRAND RAPIDS 
FRENCH LICK 
OIL CITY 
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The electric light and power 
company bonds which we 
recommend aresound because 
the companies show marked 
stability of earnings; they 
enjoy steady growth; their 
rates (fixed by law) are rea- 
sonable; their sales are for 
cash; inventories are small 
and the companies operate in 
their respective communities 
without competition. 
You will profit by reading our free booklet, 
“Public Utility Securities as Investments.” 
Gladly sent upon request. 


Ask for AT-2453 


AC.ALLYN** COMPANY 
INCORPORATED 
67 West Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston San Francisco 


Minneapolis 

















Nothing 
to offer the 
speculator 


UR advertisements are 
only directed to those 
careful bond investors who ap- 
preciate the importance of se- 
curing expert advice before in- 
vesting their personal savings. 


The Equitable Investment 
Memorandum has been pre- 
pared as a convenient means 
for securing such investment 
counsel. Send for a copy. 


THE EQUITABLE 
TRUST COMPANY 
OF NEW YORK 
37 WALL STREET 


DISTRICT REPRESENTATIVES 
PHILADELPHIA; Packard Bldg. 
BALTIMORE; Calvert & Redwood Sts. 
ATLANTA; Healey Building 
CHICAGO: ‘05 South La Salle Street 
SAN FRANCISCO: Financial Center Bidg. 


Total resources more than $500,000,000 


© E.T.C.of N. Y., 1927 


























Intimate Talks With Readers 
The Collateral Value of “Curb” Stocks 


Curb stocks through brokers at 

different times, and perhaps won- 
dered why the transaction did not go 
through as smoothly as those covering 
securities listed on the N. Y. Stock 
Exchange. As a general rule, very 
few N. Y. Stock Exchange houses 
“carry” Curb stocks on margin, which 
means they are not acceptable as 
readily marketable collateral. The 
willingness, or otherwise, of brokers to 
carry stocks for their customers de- 
pends almost entirely on the collateral 
or loaning attitude of the leading 
banks (the real money power) towards 
stocks. Exceptions may be made for. 
the Standard Oil issues, but as between 
a “listed” Standard Oil, and one whose 
market is on the Curb, most brokers 
prefer to “carry” the issue listed on 
the N. Y. Stock Exchange. 

This does not infer that the Big 
Board’s securities are better than the 
Curb’s, speaking broadly. There are 
some “bad ones” on the Big: Board, 
and many good ones on the Curb. But, 
as a general rule, a bad Curb stock is 
particularly bad; and a good Big Board 
issue can be counted among the premier 
securities of the world. No need to 
emphasize the status of Atchison, 
American Telephone, U. S. Steel, 
American Smelting, General Motors, 
or Consolidated Gas. From a market 
viewpoint alone, their merit gains at 
least 20 to 25 per cent because of their 
collateral position (marketability). 


G ‘card stocks. may have bought 


“Curb” Issues 


A banker, approached to loan money 
on such a group, hardly consults his 
daily paper. He has seen their quota- 
tions so often, daily, that their price 
becomes a matter of habit. Perhaps 
the bankers’ preference is based on 
psychology, the man whose stock-in- 
trade consistenting greatly of caution, 
preferring to deal in the well known 
rather that the obscure. Granting a 
loan always involves that subtle element 
of “resistance,” a good term invented 
by American salesmanship. Daily 
quotations, active leading markets, 
ability to sell the collateral in five 
minutes over the telephone, eliminates 
75 per cent of the resistance. Any- 
body having extensive business with 
bankers knows that they have to be 
“sold” on their loans, and an excuse 
like poor marketability is often suffi- 
cient to cause a flat refusal. 

It may be pointed out that many 
Curb stocks of medium price (from 15 
to 80 on average) can be, and have 
been bought and sold on margin, or 
“carried” through reliable brokerage 
houses. There is a reason. Said 
brokerage houses may be_ sponsors, 
specialists, underwriters, pool man- 
agers, or merely interested in “making 
a good market” for the various pur- 


When doing business with our advertisers, kindly mention 


poses that good markets are considered 
desirable. Such houses usually haye 
large surplus capital of their own, or 
have special borrowing facilities in the 
particular stock they propose to carry, 
or they may not be burdened with ¢ 
long position of their own of any great 
size, and so can devote more than or- 
dinary facilities to customers’ holdings 
of that kind. 

Low priced Curb issues (under 10) 
are not carried by banks at all: and we 
have not heard of any exceptions to 
this rule. They are usually bought and 
sold on a strictly cash and carry basis, 
If a brokerage house relaxes this rule, 
it has its own reasons for doing 50, 
and may be indentified with the “in- 
side,” or may be desirous of lightening 
its personal load, taken on through 
an underwriting, or a selling contract. 


Odd Lots on the “Curb” 


Speaking of the high priced Curb 
stocks, an investor owning 100 shares 
of XYZ, a high class, valuable issue, 
“listed on the Curb” had no reason for 
supposing it had the typical thin mar- 
ket common to many stocks of its class. 
Needing money in a hurry, he tele- 
graphed his broker an order to “sell at 
the market.” The order clerk, not 
over-experienced in other than his reg- 
ular Ine of Big Board “listed” stocks, 
sent the order to a Curb associate. The 
stock had no supporting bid, had been 
inactive for some days, and the only 
orders on the specialists books were 
odd lots, 25 to 50 points above the last 
sale around 180. What was he to do? 
He “came back” at the N. Y. Stock Ex- 
change house, and the order clerk re- 
peated, “Sell it at the market,” and in 
despair the specialist dug up an associ- 
ate who bid 160, and got the 100 shares 
20 points below last sale. 

When a broker gets an order, “Sell 
at the market,” it means—just that. 
It means, “Sell at the best offer,” and 
as the offer was 160, he could not take 
a chance of an hour’s delay (telegram 
or telephone), because the next offer 
might be 140. So, the customer by pay- 
$2,000 difference between his valuation 
of the stock and price obtained has 
learned his lesson. : 

The odd lot market on the Curb 3s 
not as closely regulated as that on the 
Big Board. On the latter, executions 
are from % to % “away” from the 
price of the last round lot of 100 
shares. This rule is absolutely definite. 
On the Curb odd lots are bought and 
sold for about what they are worth to 
the specialists or traders there, be- 
cause if the full lots lack collateral 
value and marketability, odd lots are 
at a grave disadvantage, having little 
or no collateral value. The spread 
between full and odd lots on the Curb 
is normally % to 1 point, and some 
times more. 
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ISHN 
Fixed Trust Shares 


represent a participating 
interest in the common 
stocks of the following 
companies: 
RAILROADS 
Pennsylvania R.R. 
Louisville & Nash. 
New York Central 
Illinois Central 
Union Pacific 
Southern Pacific 
Southern Railway 
ern Pacific 


OILS 
Stand. Oil of N. J. 
Stand. Oil of N. Y. 
Stand. Oil of Ind. 

Stand. Oil of Cal. 
Vacuum Oil Co. 
UTILITIES 
Amer. Tel. & Tel. 
General Elec. 
Pullman 
West. Union 
Westinghouse 
INDUSTRIALS 
Nat’! Biscuit 
U. S. Steel 
Amer. Tobacco 
Ingersoll-Rand 
Int. Harvester 
Otis Elevator 
du Pont 
Timken Roll. 
Amer. Radiator 
United Shoe 
Woolworth 
American Can 
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a Permanent and 


: s tabilized Income from 


these 30 Basic 
Industries 


PERMANENT, worry- 

free investment — one 
that will pay substantial divi- 
dends for years to come—is 
available to everyone through 
the purchase of Fixed Trust 
Shares. Whether the invest- 
ment fund is small or large, 
these Certificates provide a 
convenient method of. securing 
a stabilized income from the 
profitable operations of a 
group of this country’s great- 
est industries. 


Diversification multiplies 
safety. No regional or trade 
depression can seriously affect 
the combined profits of all 
the industries which underlie 
Fixed Trust Shares. 


RAILROADS: The group of railroad stocks shown covers 
almost the entire length and breadth of the country, having 
a total trackage of 112,593 miles. 

OILS: The wealth and earning power of the Standard Oil 


group are proverbial. Vacuum Oil also has a long record 
of cash and stock dividends. 


UTILITIES: Stability of income has been an outstanding 
feature in the success of all these companies, which provide 
essential services for virtually the entire population of the 
country. 


INDUSTRIALS: These companies have all made tremen- 
dous strides in the past two decades, reflecting their acknowl- 
edged leadership in their respective industries. 


Send for descriptive Booklet, 
“A Fixed Investment in America’s Prosperity” 


AMERICAN BASIC-BUSINESS 


SHARES CORPORATION 
67 Wall Street, New York 


























Sales Crew Director 


Only a man who has successfully managed a crew of bond 
salesmen or salesmen offering high-grade securities will be 


considered. 


The position open is that of a Sales Crew Manager for an 
established conservative investment advisory organization. 
Remuneration will be on a salary or salary and commis- 
sion basis. Requests for interview will be received in con- 
fidence. The right man need not hesitate to give full data 
in his letter as everyone connected with our sales organi- 
zation knows of this advertisement. Address Box 84, 
The Magazine of Wall Street, 42 Broadway, N. Y. C. 























for your 
money 
in Texas 


Why not let your money earn 
more? A great Texas home-build- 
ing program can absorb millions 
with safety. 

FULL PAID CERTIFICATES 
of the NTBLA carry 7% per annum 
payable in cash every six months. 

NTBLA PREPAID CERTIFI- 
CATES are issued on payment of 
one-half face value—$500 for each 
$1000 unit. Earnings at 7% com- 
pounded semi-annually pay them up 
in full in 10 years 26 days— 
doubling the original investment. 

No membership fees, assessments 
or other charges of any kind detract 
from the 7% earnings. 

Certain tax exemption and other 
features commend NTBLA Cer- 
tificates to the investor. 


Write for Booklet M-5. 


NORTH TEXAS 
BUILDING & LOAN 
ASSOCIATION 


Wichita Falls, Texas 











7% 707 CERTIFICATES 
© FULL PAID 


Dividends Payable July 1st and 
January ist 

Instalment and Prepaid Certificates 
Are participating and are earning 
Under State Supervision, and re- 
quired by law to. invest all funds 
in First Mortgage Notes on im- 
proved real estate. 
Located at El] Paso, Texas, where 
real estate values are not inflated. 


People’s Building & Loan Association 
Authorized Capital $15,000,000 








205 No. Oregon El Paso, Texas | 











Building & Loan Investors 


earn 7% in our full paid or Thrift 
shares. Assets exceeding $3,600,- 
000.00; first mortgages only on 
owner occupied homes; no losses; 
strict state supervision; reference 
Dun ‘or Bradstreet or any local 
bank. Interesting booklet and 
financial statement on request. 
The greatest institution of Thrift 
and Home ownership in West 
Texas, 

WICHITA FALLS BUILDING & 

LOAN ASSN. INC. 
WICHITA FALLS, TEXAS. 
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Economy Through Extravagance, Learning. 
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There is Something in this, T 

Overhauling Your ievieias Holdings. . 
A Few Extra Active Years 

Smaller Dollar Bills . 


Endicott-Johnson 

Electric Refrigeration Corporaticn 
Engineers Public Service 

Erie Undergoes Metamorphosis 
Europe’s Follies, ‘The Financing of 


Fajardo Sugar : 
Farm Situation Fails to Improve? 
Business Prosperity Continue Much Longer 
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Federal Mining & Smelting 

Federal Reserve System’s Policy Encourages 
Unbridled Speculation 

Financial Education, How I Placed My 
Money to Good Advantage in M 


Financial Independence, Hand in Hand on “ 


the Uphill Road 


Financial Independence, Utilizing Growth in p 


Security Values to 
Financial Situation Abroad—How a Great 
European Authority views the 
Fleischmann 
France Ready to Stabilize Franc 
Fraud, Modern Business an Easy Victim of 
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Illinois Central 

Income, How to Obtain a 6% 
Income Statement. How to Read an 
Industrial Epic, A 

Inland Steel 
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Inspiration Cons. Copp 322, § 


Institutional Stocks, ‘The "beens Discovers. 

Insurance Plays a Prominent Part in Estate 
Settlement 

Insurance Support per Son’s Education and 
Your « Estate. 

Insurance Trust, Creating a $100,000 Estate 
at Age 40 

Insurance Wonderland, Wandering in..... 

Insurance at Wholesale, Buying 


INSURANCE 


An Insurance Trust for a College In- 


structor 

A Safe Income for Life 

an Annuities 
Jhy Government Insurance Is Cheaper 
Than Company Rates 


International Nickel 

International Paper 

International Paper 

International Paper Pid... 

International Tel. 

Intertype St 

Invest Profitably, 16 Sound Ways to. 
Investment, A Seasoned 


Investment Conditions, a Profound Change in $77 


Investment Conditions in the U. S., a 
Range Forecast of.. 
Investment Trust Dissected, The 


INTIMATE TALKS WITH READERS 


Understanding the Corporation Idea 
10 angen g our Credit Facilities 
Safer and Saner hairs Methods 
The News 

Making Profits in Bonds 


(Please turn to page 902) 


NATIONALU: 
x UNION 


THE 
STANDARD 


_of comparison in Mortgage Bonds 
F MBODYING every feature of 


protection which experience 
has suggested, . including the 
guarantee of underlying mort- 
gages by one of the four follow- 
ing Surety Companies: 

U. S. Fidelity & Guaranty Co. 
Maryland Casualty Co. 
Fidelity & Deposit Co., Baltimore 
National Surety Co., New York 


These Bonds possess the essential re- 
quirements of an ideal investment. 


NATIONAL UNION MORTGAGE CO. 


Baltimore, Maryland 


MACKUBIN, GOODRICH & CO. 
Fiscal Agents 
Established 1899 
111 E. Redwood Street Baltimore, Md. 





PUTS & CALLS 


If stock market traders under- 
stood the advantages derived from 
the use of PUTS & CALLS, they 
would familiarize themselves with 
their operation. 

PUTS & CALLS place a buyer 
of them in position to take ad- 
vantage of unforeseen happen- 
ings. 

The risk is limited to the cost 
of the Put or Call. , 
Explanatcry booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Spetialists i in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones, Hanover 3860-1-2-3 











We will be glad to answer questions 
regarding the protection afforded to in- 
vestors in Building & Loan Associations 
by the laws and regulations of the states 
in which they are located. Address 
Building & Loan Ass'n Dept., c/o The 
Magazine of Wall Street, 42 Broadway, 
New York City. 





Invest Your Earnings At 


First Real Es 
= eal Estate Loans 7” 


tate Supervision 
% Tax Exempt 
Details Free 


Industrial Bldg. & Loan Assn. 
26 W. 5th Street Tulsa, Okla. 











When doing business with our advertisers, ':!nd!y mention THE MAGAZINE OF WALL STREET 








LATE 


Building & Loan Associations 


We will be glad to answer questions regarding the protection afforded to investors in Building 

& Loan Associations by the laws and regulations of the states in which they are located, 

Address Building & Loan Ass’n Dept., c/o The Magazine of Wall Street, 42 Broadway, 
New York City 








New Jersey 


The Largest, Strong- 
est Building and Loan 4 r 
in New Jersey Offers 6 


—which means, for instance, that if (/ Assets 
you buy 30 shares of West End Building $29,492.63 
& Loan on a lump payment of $5,000, 98,259.16 








This Company has the proud 
record of not having lost a 
dollar, not having foreclosed 
and a mortgage, has always met 
safety withdrawals on demand and 
has always paid 8 per cent 
dividends, payable 2 per cent, quarterly. 
We do not employ solicitors nor charge a 
membership fee on investments with us. 
All stock is non-assessable and is sold at 
par and redeemed at par plus earned 
dividends. 
Member ‘‘League of Florida Building and Loan Associations” 


Member ‘‘U. S. League of Local Building and Loan 
Associations’’ 





198,994.92 








Member ‘‘American Savings, Building and Loan Institute” 
APRIL 5, 1921, $0.00 
MCH. 31, 1922, $147,608.20 
MCH. 31, 1923, $272,463.58 

MARCH 31, 1924, $500,130,44 

MARCH 31, 1925, $750,097.74 
MARCH 31, 1926, $1,208,168.28 
JUNE 30, 1927, $1,675,903.80 


Authorized Capital $5,000,000 


Applications for loans far exceed our available 
funds. We respectfully solicit your investments. 


HOME BUILDING & LOAN 
COMPANY 


Under State Supervision 


16 and 18 Laura Street, Jacksonville, Fla. 


Phone 5-6025 


y PAYABLE 
° SEMI-ANNUALLY 


Short-term full-paid certificates maturing 
in five years. Secured by first mortgages 
on homes in and around Denver plus a con- 
servative contingent reserve fund and rigid 
state supervision. 

Issued in units of $50 to $5,000. 

Interest to $300 exempt from Federal in- 


come tax. 
Write fcr booklee MW 
The Bankers Bldg. & Loan Ass’n. 


1510 Glenarm St., Denver, Colo. 
Member Colorado State League and United States 
League of Building and Loan Associations 
The Colorado Bankers’: Assn. 

The Magazine of Wall Street rated 
Colorado Bldg. & Loan Ass’ns “A.” 


Oklahoma 


TWO HUNDRED THOUSAND 
DOLLARS IN DIVIDENDS 


Were paid to our investors July 1, 1927. 
At that time, our Seventeenth Semi-annual 
Report was published and distributed to 
all investors, borrowers and friends. 
If interested in a safe, sure, conserva- 
ah investment, send us your name and 
Tress 











| , . 
Ponca City Building & Loan Co. 
Masonic Bldg., Ponca City, Oklahoma. 
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you will receive $6,000 in 34 months! 


Each man to his preference. There are 
many folk who swear by the building 
and loan investment plan. And there 
are some who prefer other fields. To 


328,928.50 


121 75063°396.60 
- 35,000,000 pius | 








those who have observed and come to like the building and 
loan idea for estate creation, the West End Building and Loan 
Association offers an opportunity whose attractiveness is based 
on real safety a fine profit, and 18- to 34-month maturity. 





Write for booklet 


THE WEST END 


BUILDING & LOAN ASSOCIATION 
OF NEWARK.N.d 


866-868 BROAD ST. 


NEWARK, Nd 


Assets over $35,000,000. Under the direct supervision of the 
Department of Banking and Insurance of the State of New Jersey. 











Colorado 


Florida 











% Guaranteed 


Income 
Payable Quarter! 


certificates. 5-year term. $50 to $10,000 
—in bond form. Interest coupons attached. Inter- 
est to $300 exempt from Federal income tax. 
Protected by the safest known type of real estate 
mortgages and by our substantial permanent cap- 
ital—plus state supervision. Write for folder “C”. 


Silver State Bldg. & Loan Assn. 


Member Colorado State League and United States League 
, ~\of Building and Loan Associations 


1648 Welton St., Denver, Colo. 


Building and Loan Associa- 
[ons are Rated “Class A” by the 
jagazine of Wall Street. ~ 











Florida’s Safest 
Investment 
Lakeland Building and Loan Association 


Authorized 
Capital $2,000,000.00 


RETURNS 8% WITH 
100% SECURITY 


Shares for sale at par, $100.00 per share, 
without bonus or commiision of any «ind. 
Pays 8 per cent per annum, in quarterly 
installments of 2 per cent. January first, 
April first, July first, and October first of 
each year. Owners of these shares have 
no taxes to pay, no insurance to look after 
and no titles to bother with. Operates 
strictly under state supervision. One’s 
investment with dividends left to accu- 
mulate will double in eight years and nine 
months. 


Let Us Send You Booklet 
LAKELAND BUILDING AND 
LOAN ASSOCIATION 
Box 629MW Lakeland, Florida 






























Buy “Shares in America” 


$105 


(or multiples thereof) 
will purchase partici- 
pating ownership in 24 
seasoned and dividend- 
paying railroads, pub- 
lic utilities, industrials 
and Standard Oils, in- 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit 
with Chatham Phenix 


Trust Company, Trus- 





Ask for Booklet No. 5 
THROCKMORTON & CO. 


100 BROADWAY 
Telephone Rector 1060 




















"In my opinion thes 
Ideal Investment!”’ 
Practically the World 


over the same statement 
is being made concerning 


Smith Bonds 


Their unquestioned safety and 
interest rates have 
built for us a clientele in nearly 
every civilized country. 

Why not become another well 
satisfied owner of Smith Bonds? 
information may be 
had without obligation. 


Ask for Booklet “52-42” 


“The EH.SMITH ©. 


SFJounded 1873 


Smith Building, Washington, D.C. 
285 Madison Ave., New York City 
Branch Offices in — rape —and Other Cities 


Kindly send bookl= *t and information regarding 
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LETTERHEADS 
$1.25 per 1000 


IN LOTS OF 50. 
25,000 at $1.50—12,500 at On $1.75 or 
6,250 our Minimum at $2.25 per 1000 
Complete—Delivered in New York 
ON OUR 20 LB. WHITE 
PARAMOUNT BOND 
A Beautiful, Strong, Snappy Sheet 
HIGHEST GRADE ART WORK AND ENGRAVINGS 
GEO. MORRISON COMPANY 
552 West 22nd St. New York City 
SEND FOR BOOKLET OF PAPER AND ENGRAVINGS 
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Dividends and Interest 





AMERICAN CAR AND FOUNDRY 
COMPANY 
PREFERRED DIVIDEND No. 114 
COMMON DIVIDEND No. 100 


There have been this day declared a divi- 
dend of cneand three-quarters percent (134%) 
on the Preferred Stock and a dividend of One 
and One-Half Dollars ($1.50) per share on 
the Common Stock without par value, of this 
Company, payable Saturday, October 1, 1927, 
to stockholders of record at the close of busi- 
ness Monday, September 12, 1927. 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 

G. R. SCANLAND, Vice-President. 
H. C. WICK, Secretary. 
New York, September 1, 1927. 

Notice TO STOCKHOLDERS: The dividend 
above declared on the Common Stock will be 
paid on/y with respect to the now-authorized 
no-par-value shares of such stock and will 
not be paid with respect to such of the pre- 
viously-authorized par-value shares as shall 
remain unexchanged on the record date. 


Union Carbide and Carbon 


Corporation 


Aug. 23, 1927 
A cash dividend of One dollar and fifty 
cents ($1.50) per share on the outstanding 
tapital stock of this Corporation has been 
declared payable October 1, 1927; to stock- 
holders of record at the close of business 


September 6, 1927. 
WILLIAM M. BEARD, 
Treasurer 


The Bell Telephone Company 
of Canada 


Notice of Dividend 
A dividend of two per cent (2%) has 
been declared payable on the 18th Oc- 
tober, 1927, to shareholders of record at 
the close of business on the 23rd Sep- 


tember, 1927. 
W. H. BLACK, 
Secretary-Treasurer. 
24th August, 1927. 








Montreal, 
, a 





ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 
August 30, 1927 
Allied Chemical & Dye Corporation has 
declared quarterly dividend No. 27 of one 
and three-quarters per cent. (134%) on 
the Preferred Stock of the Company, pay- 
able October 1, 1927, to preferred stock- 
holders of record at the close of business 
September 9, 1927. 
V. D. CRISP, Secretary. 


SEPTEMBER 10, 1927 
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Associated Gas and 
Electric Company 


61 Broadway, New York 








Dividend No. 11 on Class A Stock 


Beard of Directors has de- 
clared the regularly quarterly divi- 
dend on the Class A Stock .of 50c 
per share, payable November 1, to 
holders of record September 30, 1927, 


Holders of Class A Stock may ap- 
ply this dividend to the purchase of 
additional shares of Class A Stock at 
the price of $20 per share whereas 
the present market price is about $41 
per share, making the stock dividend 
rate 10% per annum, yielding, at said 
present market price, over $4 per share 
per annum, 


The dividends will be so applied 
and the Class A Stock (or scrip cer- 
tificates for fractional shares) pur- 
chased therewith will be delivered to 
all stockholders entitled thereto who 
do not, on or before October 15, 1927, 
request payment in cash. 


M. C. O’KEEFFE, Secretary. 


The 











THE UNITED LIGHT 
AND POWER COMPANY 


The Board of Directors of The United Light and 
Power Company, on September 1, 1927, declared 
the following dividends on the stocks of the 
Company: 

A quarterly dividend of $1.63 per share on 
Class‘‘A’’ Preferred Stock, payable October 1, 1927, 
to stockholders of record on September 15, 1927. 

A quarterly dividend of $1.00 per share on 
Class‘“‘B’’ Preferred Stock, payable October 1, 1927, 
to stockholders of record on September 15, 1927. 

A dividend of 60c per share, payable on Novem- 
ber 1, 1927, to all holders of the old Class ‘‘A’’ 
and Class ‘“B’? Common Stocks of record on 
October 15, 1927. 

A dividend of 12c per share, payable on 
November 1, 1927, to all holders of the new 
Class ‘‘A” and Class “‘B’? Common Stocks of 
record on October 15, 1927. 

L. H. HEINKE, Treasurer. 


Chicago, September 1, 1927. 





Independent Oil and Gas 
Company 


TULSA, OKLA. 
August 22nd, 1927. 
DIVIDEND NO. 20 
Notice is hereby given that the Directors 
of this Company, at the regular quarterly 
meeting held August 22, 1927, declared a 
eash dividend of 25c per share, payable 
October 31, 1927, to stockholders of record 
at the close of business October 17th, 1927. 
Books will not be closed but record only 


will be taken, 
R. M. RIGGINS, 


Secretary & Treasurer. 


Dividends and Interest 





Public Service Corporation 
of New Jersey 


Dividend No. 81 on Com- 
mon Stock 
Dividend No. 35 on 8% 
Cumulative Preferred Stock 
Dividend No 19 on 7% 
Cumulative Preferred Stock 


The Board of Directors of Public Service 
Corporation of New Jersey has declared divi- 
dends at the rate of 8% per annum on the 8% 
Cumulative Preferred Stock, being $2.00 per 
share; at the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 per 
share; and SO cents per share on the non par 
value Common Stock for the quarter ending 
September 30, 1927. Dividends are payable 
September 30, 1927, to Stockholders of record at 
the close of business September 2, 1927. 

Dividends on 6% Cumulative Preferred 
Stock are payable on the last day of each 
month, 


' T. W. Van Middlesworth, Treasurer. 








Public Service Electric 
and Gas Company 


Dividend No. 13 on 7% 
Cumulative Preferred Stock 
Dividend No. 11 on 6% 
Cumulative Preferred Stock 


The Board of Directors of Public Service 
Electric and Gas Company has declared the 
regular quarterly dividend on the 7% and 6% 
Preferred Stock of that Company. Dividends are 
payable September 30, 1927, to Stockholders of 
record at the close of business September 2, 1927. 


T. W. Van Middlesworth, Treasurer. 


Warren Brothers Company 
Preferred Stock Dividend No. 102 


Dividends of one and one-half per cent. 
(14%) on the First Preferred Stock and of 
one and three-quarters per cent. (14%) 
on the Second Preferred Stock of this 
Company have been declared for the quar- 
ter ending September 30, 1927, payable on 
October 1, 1927, to stockholders of record 
at the close of business September 20, 1927. 

E. SUTCLIFFE, 
Treasurer. 


Warren Brothers Company 


Common Stock Dividend 


A quarterly dividend of One Dollar 
($1.00) per share has been declared on the 
Common Stock of this Company, payable 
on October 1, 1927, to stockholders of record 
at the close of business September 20, 1927. 

E. SUTCLIFFE, 





Treasurer. 





THE MONTANA POWER COMPANY 
COMMON STOCK DIVIDEND NO. 60 


A dividend of one and one quarter per 
cent (14%) on the Common Stock has 
been declared, payable October 1, 1927, to 
stockholders of record at the close of busi- 
ness on September 12, 1927. 

Checks will be mailed. 

-_F, DENISON, T a 
25 Broadway, N. Y. are 
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All of these Bonds have been sold 


$40,000,000 | 
The. Chicago, Rock Island and Pacific Railway Company 


Secured 414% Gold Bonds, Series A due September 1, 1952 
Series A Bonds limited to $40,000,000. 


Interest payable March | and September |. Principal and interest payable in New York City in United States gold 
coin. Coupon Bonds in denominations of $1,000 and $500, with privilege of registration as provided in the Trust 


Indenture. The Company reserves the right to 


~call these Bonds asa whole for redemption, upon sixty days’ pre- 


vious notice, on September |, 1932 or any interest date thereafter, at 102144,% up to and including September I, 
1947 and thereafter at par plus 44% for éach six months between the date of redemption and the date of 


maturity. 





J. E. Gorman, Esq., President of The Chicago, Rock Island and Pacific Railway Company, in a letter dated 


August 24, 1927, writes in part as follows: 


The $40,000,000 Secured 444% Gold Bonds, Series A 
due September 1, 1952, will be the direct obligation of 
The Chicago, Rock Island and Pacific Railway Company 
and will be specifically secured by pledge, under a Trust 
Indenture to The National City Bank of New York, Trustee, 
of $45,000,000 The Chicago, Rock Island and Pacific Rail- 
way Company First and Refunding Mortgage 4% Gold 
Bonds due April 1, 1934. The Trust Indenture will contain 
provisions in effect as follows: (a) that neither the First 
and Refunding Bonds nor any Bonds prior in lien thereto 
will be extended; (b) that upon maturity of the First and 
Refunding Bonds, the Railway Company (or the successor 
Company, in the event of consolidation) will create a new 
mortgage, in place of the First and Refunding Mortgage, 
upon all the properties then subject thereto and will secure 
the Series A Bonds, and any other Bonds issued under the 
Trust Indenture, by the new mortgage equally and ratably 
with any Bonds which may be issued thereunder, and (c) 
that the total amount of Bonds to be at any time secured 
by the new mortgage (together with all outstanding prior 
debts, after deducting Bonds reserved to retire prior debts) 
shall not exceed three times the then outstandinz capital 
stock of the Railway Company or its successor. 


Series A Bonds will be limited to $40,000,000 principal 


amount and no additional Bonds may be issued secured by 
the collateral pledged for Series A Bonds. As provided in 
the Trust Indenture, additional series of Bonds may be 
issued for a principal amount not to exceed in the aggre- 
gate $40,000.000, with such provisions as to interest, ma- 
turity and redemption and against the deposit of such 
collateral, as may be determined by the Directors of the 
Railway Company. 

The Mortgage securing the First and Refunding Bonds 
is, directly or through —— of first mortgage bonds, a 
first lien. on about 1,276 miles of road, including the line 
from St. Louis to Kansas City and important mileage in 
Texas, Oklahoma and New Mexico, and a second lien on 
about 4,541 miles of road; the Mortgage is also a first lien 
on the entire capital stock of, and on the 999-year lease- 
*hold interest in the properties of Choctaw, Oklahoma and 
Gulf Railroad Company with about 943 miles of road. The 
Bonds are thus secured on a total of about 6,760 miles of 


road. The First and Refunding Mortgage is also a first 
lien on terminal properties in St. Paul, Minneapolis and 
Kansas City, and on shops at Silvis, near East Moline, 
Illinois. Of the total amount of First and Refunding Bonds 
(limited to $163,000,000), $104,472,000 Bonds are out- 
standing in the hands of the public. Including Bonds to 
be pledged for the present issue, the First and Refunding 
Mortgage Bonds, together with $81.516,000 prior lien Bonds 
in the hands.of-the public-(the amount of which can not be 
increased), will be outstanding at the rate of only about 
$34,200 per mile of road. 


The Rock Island System, with lines in fourteen states, 
operates a total of 8,031 miles of road. e properties 
are in excellent physical condition. During the last ten 
years expenditures for improvements and new equipment, 
after deducting the cost of property retired, have amounted 
to approximately $80,000,000. The tentative va!uation by 
the Interstate Commerce Commission as of June 30, 1915, 
with the addition of expenditures made on the Party 
since that date, exceeds by about 50% the total funded 
debt to be outstanding on completion of this: financing. 


The Railway Company has outstanding $29,422,189 7% 
Preferred Stock and $25,127,300 6% Preferred Stock is- 
sued in 1917, on which full dividends have been a 
regularly, and $74,482,522 Common Stock, on which divi- 
dends at the rate of 5% per annum are now being id; 
the value of the outstanding capital stock, on the basis 
of present market prices, is about $140,000,000. 

The total income for the year ended December 31, 1926, 
after all deductions, except interest and Federal income 
taxes, was $24,531,711, or over twice the total annual inter- 
est charges ($11,708,313) on the funded d bt to b- out- 
standing, after giving effect to this financing. For the six 
months ended June 30, 1927, such total income was $2,859,- 
495 greater than for the same period last year. 

Proceeds of these Bonds will be used to pay $28,862.000 
Notes to be presently called (viz., a $7,862,000 6% Note 
to the United States Government, due in 1930, $15,000,000 
5% Notes, due in 1929, and $6,000,000 414% Notes, due 
in 1928), to reimburse the treasury for capital expenditures 
and to provide for additions and betterments. 





Application will be made to list these Bonds on the New York Stock Exchange 


The issuance and sale of these Bonds are subject to the approval of the Interstate Commerce Commission 

and to the approval by the stockholders of the Ccmpany of the Trust Indenture referred to above. 

All proceedings in connection with the issuance of these Bonds are subject to the approval of our counsel, 
Messrs. Cadwalader, Wickersham & Taft. 


We offer the above Bonds for subscription, if, as and when issued and received by us, at 


95% and accrued interest, to yield about 4.85%. 


We reserve the right to close the subscription at any time without notice, to reject any application and to allot a smaller 


amount than applied for. 


Amounts due on allotment will be payable at the office of Speyer 


Co., 24 & 26 Pine Street, in 


New York funds, on or about September 15, 1927, as called for. against delivery of Interim Receipts exchangeable for Tem- 


porary Bonds when ready. 


Speyer & Co. The National City Company J.& W.Seligman & Co. 


August 25, 1927. 
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A spectacular price reduction due to 
a spectacular public acceptance! 


With the Imperial Landau, Chevrolet 
dealers aze able to supply a wide- 
spze2d demand for a low-priced car 
that combines notable style and indi- 
viduality with power, speed, econ- 
oxy and handling ease. 


Tezuty cf [ine and elegance in ap- 
y 
pointmen:—_n 2ir of feetness and 


Imperial Landau 
ata new low price 


distinction which bespeaks modern 
design— 


—these are qualities that all motor 
car buyers are demanding today 
more than ever before. 


—one of the outstanding reasons why 
the Chevrolet dealer franchise has 
become one of the soundest and most 
desirable in the entire automotive 
industry. 


CHEVROLET MOTOR COMPANY, DETROIT, MICHIGAN 
Division of General Motors Corporation 





The Imperial Landau now only "- 4 5 f.o. b, Flint, 


Former Price $780 


Michigan 


Long, low, sweeping lines. Satin black Duco finish with embellishments of a beau- 
tiful shade of cream. Mouse gray top. Such interior appointments as special up- 
holstery, vaulted roof, period hardware, built-in smoking set and maroon leather 
wind laces around the doors. A car of marvelous smartness at a marvelous price ! 
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concerns do not 
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after fire — 








SUDDEN cry of “fire!” A heroic battle against 
And afterwards—a pile of 


hungry flames. 


smouldering ruins and blackened debris. 
What would the future hold for you? In forty- 
three out of every hundred firés where records are 


destroyed, disaster follows. 
traded for black ashes; the work of 
years gone up in smoke! 

The terrible penalty exacted by 
fire for the lack of adequate record 
protection is clearly shown by the 
chart which summarizes the results 
of an investigation in which R. G. 
Dun & Co., co-operated with the 
Safe-Cabinet Laboratory. 


Prosperous businesses 


| 


One hundred representative firms that suffered — 
severe fires and lost records were investigated. These 


businesses ranged in size from a $2,500,000 manu-— 


facturer to small cross-roads stores and were scat- = 
tered over all parts of the United States and Canada. 7 
Seventy-four per cent of these firms suffered | 


serious reductions in their credit | 
ratings. Forty-three per cent were 
never able to resume business! 
TheSafe-Cabinet Man will beglad 
to tell you how Safe-Cabinet protec: | 
tion will save the records that safe- 
guard your business future. Writede- 
partment W-92 for full information. 4 


Rand Kardex Service, Tonawanda, N. Y. 
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